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SOCIAL SECURITY'S READINESS FOR THE IM- 
PENDING WAVE OF BABY BOOMER BENE- 
FICIARIES 


THURSDAY, FEBRUARY 10, 2000 

House of Representatives, 

Committee on Ways and Means, 
Subcommittees on Social Security and Human 

Resources, 

Washington, DC. 

The Subcommittees met, pursuant to notice, at 11:23 a.m., in 
room 1100, Longworth House Office Building, Hon. E. Clay Shaw, 
J r. (Chairman of the Subcommittee on Social Security) presiding. 
[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYSAND MEANS 

SUBCOMMITTEE ON SOCIAL SECURITY 

CONTACT: (202) 225-9263 

FOR IMMEDIATE RELEASE 
February 3, 2000 
No. SS-9 


Shaw Announces Hearing Series to 
Examine Social Security's Readiness for the 
Impending Wave of Baby Boomer Beneficiaries 

Congressman E . Clay Shaw, J r., (R-FL), Chairman, Subcommittee on Sociai Secu- 
rity of the Committee on Ways and Means, today announced that the Subcommittee 
wiii hoid a series of hearings to examine Sociai Security's readiness for the impend- 
ing wave of Baby Boomer beneficiaries. The first hearing in the series is a joint 
hearing by the Subcommittees on Sociai Security and Fluman Resources, and wiii 
focus on current and future service deiivery chaiienges that the Sociai Security Ad- 
ministration is facing in the 21st Century. The hearing wiii take piace on Thursday, 
February 10, 2000, in the main Committee hearing room, 1100 Longworth Flouse 
Office Buiiding, beginning at 11:00 a.m. 

Subsequent hearings in the series wiii be announced at a iater date. 

In view of the iimited time avaiiabie to hear witnesses, orai testimony at this 
hearing wiii be from invited witnesses oniy. Witnesses wiii inciude members of the 
Sociai Security Advisory Board, representatives from the U.S. Generai Accounting 
Office, and service deiivery experts. Flowever, any individuai or organization not 
scheduied for an orai appearance may submit a written statement for consideration 
by the Committee and for inciusion in the printed record of the hearing. 


BACKGROUND: 

The services that the Sociai Security Administration (SSA) provides impact the 
iives of neariy aii Americans. For exampie, in 1999 SSA paid benefits to more than 
45 miiiion retired and disabied workers and their famiiies and to more than 6.6 mii- 
iion Suppiementai Security Income recipients, processed 250 miiiion reports of earn- 
ings and more than 6 miiiion initiai daimsfor benefits, bandied more than 26 mii- 
iion visitors requesting services at 1,300 field offices, fielded 80 million calls to the 
800-number service, issued 16 million new and replacement Social Security num- 
bers, and provided 30 million Social Security Statements to help individuals plan 
for their financial future. 

As America enters the 21st Century, SSA will face increasing challenges. SSA 
workloads are projected to begin increasing rapidly within the next decade as the 
huge Baby Boom generation enters its peak disability years prior to reaching early 
retirement age starting in the year 2008. Social Security retirement and disability 
workloads are projected to rise 16 percent and 47 percent, respectively, between now 
and the year 2010. Claims under the Supplemental Security Income (SSI) program, 
which is administered by SSA and provides cash benefits to poor disabled and elder- 
ly individuals, are expected to grow 12 percent between now and the year 2020. At 
the same time. Social Security programs are becoming more complex, with initia- 
tives to prevent fraud and abuse, complete continuing disability reviews, provide in- 
creased rehabilitation and employment services for the disabled, and perform re- 
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views to determine whether SSI beneficiaries continue to meet the program's income 
and resource requirements. These factors, combined with recent workforce 
downsizing and the coming retirement of iarge numbers of SSA's aging workforce, 
wiii pi ace tremendous pressures on the Agency to meet the pubiic's need for service 
in the 21st century. 

In announcing the hearing series. Chairman Shaw stated: "Ensuring the Sociai 
Security Administration delivers quaiity service in a timeiy way is more than a 
goai— it's a necessity for American workers and famiiies. Workers pay their hard- 
earned wages for their Sociai Security benefits. It's their program and they deserve 
not oniy aii the benefits they paid for, but the highest quaiity of service as weii. 
Our goai is to ensure that happens without any giitches, despite the Sociai Security 
Administration's many chaiienges ahead." 


FOCUS OF THE HEARING: 

This hearing wiii focus on the Sociai Security Administration's service deiivery 
practices, key service deiivery chaiienges in the future, and effective strategies to 
address these chaiienges. 


DETAILS FOR SUBMISSION OF WRITTEN COMMENTS: 


Any person or organization wishing to submit a written statement for the printed 
record of the hearing shouid submit six (6) singie-spaced copies of their statement, 
aiong with an IBM compatible 3.5-inch diskette in WordPerfect or MS Word format, 
with their name, address, and hearing date noted on a label, by the dose of busi- 
ness, Thursday, February 24, 2000, to A.L. Singleton, Chief of Staff, Committee on 
Ways and Means, U.S. Flouse of Representatives, 1102 Longworth Flouse Office 
Building, Washington, D.C. 20515. If those filing written statements wish to have 
their statements distributed to the press and interested public at the hearing, they 
may deliver 200 additional copies for this purpose to the Subcommittee on Social 
Security office, room B-316 Rayburn Flouse Office Building, by close of business the 
day before the hearing. 


FORMATTING REQUIREMENTS. 


Each statement presented for printing to the Committee by a witness, any written statement 
or exhibit submitted for the printed record or any written comments in response to a request 
for written comments must conform to the guidelines listed below. Any statement or exhibit not 
in compliance with these guidelines will not be printed, but will be maintained in the Committee 
files for review and use by the Committee. 

1. All statements and any accompanying exhibits for printing must be submitted on an IBM 
compatible 3.5-inch diskette in WordPerfect 5.1 format, typed in single space and may not ex- 
ceed a total of 10 pages including attachments. Witnesses are advised that the Committee will 
rely on electronic submissions for printing the official hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. A witness appearing at a public hearing, or submitting a statement for the record of a pub- 
lic hearing, or submitting written comments in response to a published request for comments 
by the Committee, must include on his statement or submission a list of all clients, persons, 
or organizations on whose behalf the witness appears. 

4. A supplemental sheet must accompany each statement listing the name, company, address, 
telephone and fax numbers where the witness or the designated representative may be reached. 
This supplemental sheet will not be included in the printed record. 

The above restrictions and limitations apply only to material being submitted for printing. 
Statements and exhibits or supplementary material submitted solely for distribution to the 
Members, the press, and the public during the course of a public hearing may be submitted in 
other forms. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at "http://WWW.HOUSE.GOV/WAYS_MEANS/". 
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The Committee seeks to make its fadiities accessibie to persons with disabiiities. 
If you are in need of speciai accommodations, pieasecaii 202-225-1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is r^uested). 
Questions with regard to speciai accommcidation needs in generai (inciuding avaii- 
abiiity of Committee materiais in aiternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman Shaw. Welcome. I apologize for being a few minutes 
late starting, but I would like to welcome all of you to the joint 
hearing of the Human Resources and Social Security Subcommit- 
tees. 

Yesterday, Chairman Archer raised an issue that is very disturb- 
ing to me and to many of us, and I am sure it is disturbing to the 
Subcommittee Members on both sides of the aisle. I'm referring to 
the computer hackers disabling major Internet Web sites and ac- 
cessing consumer credit information. We are concerned because the 
Social Security Administration's computer systems guard the most 
sensitive records of the American people, their wage and other per- 
sonal information. 

I know Social Security has world-class security measures in 
place, and I am sure this is a top priority for the Commissioner, 
but I want to comment publicly that the Social Security Adminis- 
tration has the full support of this Committee to help protect the 
privacy of the American people. Such was stated yesterday by 
Chairman Archer. We must catch these Internet hijackers and put 
an end to this cyberterrorism. There is nothing funny or smart 
about it. It is criminal activity and they should be punished. 

Today's hearing is about Social Security's current and future 
service delivery challenges. Social Security touches nearly every 
American family. In 1999, the Social Security Administration paid 
Social Security and SSI benefits to more than 50 million bene- 
ficiaries. Without a doubt, continuing to provide timely, accurate 
benefits and world-class service will remain Social Security's num- 
ber one mission in the years ahead. This mission will become more 
complicated as the huge baby boomer generation enters its peak 
disability years and then enters retirement age starting in 2008. 

By 2010, Social Security retirement benefits claims are expected 
to rise by 16 percent and disability claims by 47 percent. The rapid 
rise in disability claims is especially noteworthy since we know dis- 
ability cases are the most complex, time consuming, and expensive 
from an administrative standpoint. For an agency facing a wave of 
retirement by its own workers and high expectations from cus- 
tomers, there is a great challenge. This is no idle concern. 

Although Social Security is widely r^arded as among the best 
administered Federal programs, and it is, the need to improve pub- 
lic service was highlighted in a recent report by the bipartisan So- 
cial Security Advisory Board. The report concluded, and I quote, 
'There is a significant gap between the level of services that the 
public needs and that which the agen^ is providing. Moreover, this 
gap could grow to far larger proportions in the long term if it is 
not adequately addressed." 
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This is our purpose today, to examine what Sociai Security is 
doing now to prepare for the even greater chaiienges of tomorrow, 
in addition to the Advisory Board and Generai Accounting Office, 
we wiii hear from experts on how high performing pubiic and pri- 
vate organizations have prepared for emerging chaiienges and 
thrived. We have even booked a futurist— new word to me— to heip 
us to do some deep thinking about changing vaiues, attitudes, cus- 
tomer service preferences, and technoiogies that wiii affect Sociai 
Security's abiiity to provide services for the impending wave of 
baby boomers. 

For those who think that it's just too much action to pack into 
one hearing, you are right. That is why the Sociai Security Com- 
missioner, Ken Apfei, wiii join us at an upcoming meeting about 
Sociai Security's pians to respond to such chaiienges. Today's hear- 
ing wiii put those pians in context. That way, we wiii have a better 
chance of assessing what the right track is and whether Sociai Se- 
curity is on it when it comes todeiivering the services to the pubiic 
in the 21st century. 

i now yieid to my co-chairman of this hearing, Nancy j ohnson. 

Chairman j ohnson of Connecticut. Thank you. Chairman Shaw, 
i just want to weicome those who are testifying. 

i share the Chairman's great aiarm at the security chaiienges 
that the Sociai Security system faces. Of aii of our government 
agencies, the Sociai Security computers contain more personai data 
routineiy and across the board than any other system, and it is ex- 
tremeiy important that we meet the chaiienge of security. And 
whiie i know they are serious and dedicated about this, as we wit- 
ness new abiiities to enter our systems, we reaiiy are going to have 
to iook at new possibiiities for security. So it is a tremendous chai- 
ienge, but it is an extremeiy important one. We wiii not be abie to 
govern if we cannot protect private information. 

i aiso want to mention that, unfort unateiy, i am not going to be 
abie to stay through the whoie hearing, and i just wanted to extend 
a speciai weicome to the former member of Pariiament from New 
Zeaiand who is here as a distinguished visiting schoiar and from 
whom we wiii hear on the iast panei, Hon. Maurice McTigue. 

We do have an exceiient series of witnesses, and i wouid i ike to 
move on with the hearing. So weicome to you aii and thank you. 
Chairman Shaw. 

Chairman Shaw. Mr. Cardin. 

Mr. Cardin. Thank you, Mr. Chairman. First, i wouid iiketoput 
into the record the opening statement from Mr. Matsui, the Rank- 
ing Member on the Sociai Security Committee, if i might; and, Mr. 
Chairman, iet me aiso acknowiedge that we have on the fioor today 
a biii from the Ways and Means Committee, so i am going to have 
to ieave aiso and i apoiogize for that. These confiicts do occur. 

Mr. Chairman, we may spend a good portion of this year debat- 
ing on how much of the overaii F^erai budget surpius shouid be 
Sociai Security and Medicare. At the very ieast, there appears 
agreement not to spend any of the Sociai Security-generat^ sur- 
pius other than use for Sociai Security. However, saving Sociai Se- 
curity money whiie aiiowing the disbursement system for those 
funds to deteriorate may be a hoiiow victory for our eideriy and dis- 
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abled Americans who depend on the timely assistance from our in- 
surance system that they paid into. 

I am therefore pleased, Mr. Chairman, that you are holding these 
hearings to examine the readiness of the Social Security Adminis- 
tration to provide reliable service when the baby boomer generation 
retires. In this context, there is one question our Subcommittee 
must address head on. How long can a shrinking work force cope 
with a growing workload before the quality of service is affected? 
Over the last 15 years, the number of full-time employees of SSA 
has declined from 80,000 to 63,000 while the amount of work per- 
formed by that agency has grown substantially. 

Mr. Chairman, I might tell you that many of those 63,000 live 
in the Third Congressional District of Maryland. I am very proud 
of the work that SSA employees do every day of the week in their 
public service on behalf of the citizens of this nation. They work 
very hard. They are very dedicated and they have been working 
with less and less resources every year. 

The increase in SSA's workload is projected to continue to grow 
over the next decade, 16 percent for retirement cases, 47 percent 
for disability cases, and 10 percent for SSI claims. Increased effi- 
ciencies due to technology advances or system improvements may 
moderate the impact of workload increases on SSA, but we all need 
to acknowledge that there is a core work force that is needed at 
SSA in order to handle the applications, answer questions, and de- 
termine eligibility. 

Mr. Chairman, I look forward to our witnesses addressing these 
work force issues as well as providing their advice on special steps 
that SSA should take to improve the service it provides to millions 
of Americans. Thank you. 

Chairman Shaw. And thank you, and without objection, your full 
statement, that of Mr. Matsui, and all the Members of both these 
Subcommittees will be placed in the record. 

[The opening statement of Mr. Matsui follows:] 

Opening Statement of Hon. Robert T. Matsui, a Representative in Congress 
from the State of Caiifornia 

Thank you, Mr. Chairman. 

I want to commend you for holding this hearing on the challenges facing customer 
service delivery at the Social Security Administration. By now, it is common knowl- 
edge that long-term demographic trends will pose a challenge for the financing of 
the Social Security program in the years ahead. However, the challenges that these 
and other trends will create for the administration of the Social Security and SSI 
programs are less widely discussed. 

Consequently, I look forward to hearing from our witnesses today about the cus- 
tomer service challenges those trends will create and about the initiatives that SSA 
has already implemented or is currently developing in order to meet those chal- 
lenges. 

We all know that as the Baby Boom generation retires, SSA will experience rapid 
workload growth. At the same time, however, SSA will experience the loss of a sig- 
nificant proportion of its workforce since many of its employees are Baby Boomers 
themselves. SSA must begin to plan now to ensure that it is prepared to handle 
these events when they occur. 

The task at hand is vitally important. With the possible exception of the Internal 
Revenue Service, the American people interact with the Social Security Administra- 
tion more than any other federal agency. As a result, for many Americans the Social 
Security Administration is the face of the government. They equate the manner in 
which SSA delivers services with the government's responsiveness in general to the 
problems they face and the needs they may have. 
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Recent studies indicate that SSA is performing fairly well with regards to cus- 
tomer service. Last December, SSA scored an 82 out of a possible 100 on the Amer- 
ican Customer Satisfaction Index compiled by the University of Michigan Business 
School and the American Society for Quality. In contrast, the aggregate score for 
the federal government as a whole was 68.6. 

We should also keep in mind that SSA was at the forefront of the federal govern- 
ment's efforts to prevent Y2K-related computer problems, easily the largest and 
most pressing service delivery issue the government has addressed in recent years. 

Despite these successes, progress still needs to be made on a number of service 
delivery problems, such as the length of time necessary to complete a disability ap- 
peal. While it is incumbent upon the Congress to highlight these problems and to 
ensure that SSA is administering its programs properly, it is also incumbent upon 
the Congress to provide SSA with the resources it needs to meet a growing work- 
load. 

The FY 2000 appropriation for SSA's administrative budget that Congress enacted 
last year was $6,572 billion, $134 million below the $6,706 billion requested by the 
President. SSA projects that, as a result, the agency will be able to process 169,000 
fewer disability claims, 91,000 fewer retirement/survivors claims, and answer 3 mil- 
lion fewer telephone calls to its national 800 number. 

While we must receive every assurance from SSA that the agency is utilizing its 
existing resources in the most efficient manner possible, I strongly hope that we will 
not repeat this short-sighted approach to budgeting when we consider the agency's 
FY 2001 appropriation this year. 

I want to thank all of the witnesses for being here, and I look forward to hearing 
your testimony. 

Thank you. 


Chairman Shaw. Our first two witnesses, Mr. Ross and Mr. 
Schieber are members of the Sociai Security Advisory Board. This 
Advisory Board was set up back in 1994 as a bipartisan board 
which was supported by the Administration as weii as by the Con- 
gress in order to take a dose iook and give us a road map on how 
we can do better in providing the Sociai Security functions to the 
peopie that it's designed to serve. 

Weicome to both of you, and, Mr. Ross, if you wouid start out on 
the testimony. Thank you for being with us. 

STATEMENT OF HON. STANFORD G. ROSS, CHAIR, SOCIAL SE- 
CURITY ADVISORY BOARD; AND FORMER COMMISSIONER, 

SOCIAL SECURITY ADMINISTRATION 

Mr. Ross. Mr. Chairman, Chairman Johnson and Members of 
the Subcommittees, i want to thank you for your invitation to tes- 
tify. This is an opportunity for the Sociai Security Advisory Board 
to address the issue of how the Sociai Security Administration can 
better fuifiii its obiigation to serve the American peopie. 

With your permission, i wouid i ike to submit my fuii statement 
for the record and briefiy summarize some of the major points. 

Chairman Shaw. Without objection, the fuii text of the testimony 
wiii be piaced in the record, as it wiii for aii the witnesses today, 
and you may proceed as you feei most comfortabie. Thank you. 

Mr. Ross, i'm going to be sharing my time with Syivester 
Schieber who is member of the Board. As the chair of the Board, 
i'm going to try to present the basic thrust of what we iearned in 
over 2 years of study. 

First of aii, i want to make it dear that when Congress created 
our Board in 1994, it was given a mandate to make recommenda- 
tions for how the Sociai Security Administration can improve its 
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service to the public. We did not volunteer for this task. This task 
was part of the job that you wanted the Board to do. 

When we began our work, we had no preconceptions, but by the 
time we finished after 2 years and issued our 85-page report last 
September, we had the unanimous endorsement of all of the mem- 
bers of the Board, Democrats and Republicans, and most impor- 
tantly our report was issued in a nonpartisan spirit. It was a pro- 
fessional job. 

The bottom line of that report is as follows: The Social Security 
Administration has serious problems that need prompt attention. 
Most importantly, there are not only current problems that need 
attention, but it is absolutely clear that the problems will get worse 
in the future if not addressed now. It takes a long time to get to 
the situation that the agency is now in, and there are no quick 
fixes. It's not going to be easy to get out of it, but the time to start 
is clearly now. 

This is a situation that the public will feel directly if the tide is 
not reversed. So the time to do something is now before you have 
a lot of public discontent. We have come to the Congress to try to 
get the Congress to deal with this set of issues. 

All is not bleak. The Social Security Administration is fortunate 
to have an experienced and dedicated work force and a manage- 
ment that ranks among the top of government agencies. Having 
said that, though, those assets do not justify complacency because 
they alone have not been adequate so far to deal with the problems 
that face the agency. SSA ne^s to move forward on its problems 
urgently. It ne^s to change, but it also needs resources to help it 
make the changes that are needed. 

What are the problems? Problems manifest themselves most ob- 
viously in overcrowded waiting rooms where waits of 2, 3, or 4 
hours are not uncommon, inconveniencing many people who come 
to the office to get a Social Security card or file a claim and putting 
pressure on overworked employees to process work faster even if it 
means cutting corners. There are large backlogs in a number of 
areas of the agency's work, which means that work does not get 
done in a timely manner, and there is also broad consensus among 
staff in the field that the quality of work and program integrity are 
at times seriously threatened. 

To deal with workload pressures, the agency is continually shift- 
ing work from one component to another, addressing one problem 
while creating a new one. A prime example of this robbing Peter 
to pay Paul is how the agency deals with the 800 number. To meet 
the goal of answering 95 percent of calls in 5 minutes, SSA has 
been diverting employees from their own important work to answer 
the telephone. This is generating delays in other parts of the agen- 
cy and producing even more telephone calls. A vicious cycle has 
been created that is undermining the quality of service agency- 
wide. 

Despite agency efforts, 800 number service remains far from sat- 
isfactory. As Chart 1 shows, of the 79 million calls to the 800 num- 
ber in 1999, 20 million either resulted in a busy signal or were 
abandoned before receiving service. Thus only 75 percent of the 
public's calls actually received service. Moreover, this performance 
will only go down in 2000 under the budget that has been proposed 
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thus far. That budget shows only 57 million calls being answered 
in 2000, so even if there were no more calls, that 75 percent would 
be down to about 70, and if calls increase, it could even go from 
75 percent to two-thirds. 

I do not think that is adequate telephone service. What are the 
causes? What are the roots of this problem? The telephone is just 
a prime example. Prolonged downsizing has contributed to the 
agency's problem. As Chart 2 shows, since 1982 employment at 
SSA has declined by 27 percent, and most importantly the number 
of employees in the field has declined by more than 29 percent. 
Downsizing has occurred across government, and in Chart 3 we 
have compared SSA to two other agencies that have service deliv- 
ery functions, the I RS and the Department of Veterans Affairs, and 
Social Security has declined more where as the IRS has even got- 
ten increases. 

Changes in the managerial structure have also been an issue and 
created difficulty. There are far fewer managers, and the managers 
are less able to monitor, to check, to try to provide the kind of qual- 
ity control that they have previously provided. The impact of past 
staffing cutbacks and managerial changes will be felt even more 
acutely over the next decade when a large portion of the agency's 
seasoned work force is expected to retire. 

Chart 4 shows that the number of retirees will almost double be- 
tween now and 2007, and this retirement wave will be occurring 
at the same time that the baby boomer generation will increase the 
numbers who need to be served, which is shown on Chart 5. A sig- 
nificant portion of this growth, too, will be in the Dl and SSI dis- 
ability programs which are highly complex to administer. 

I n general, the agency's work is growing more complex. Disability 
applications, for example, increasingly involve mental impairments 
which are frequently difficult to evaluate and require careful judg- 
ment. The legislation passed last year to help the disabled return 
to work will add to the agency's responsibilities. And yet, as far as 
I know and I received a briefing yesterday, there is no money in 
the budget specifically designate to address the new responsibil- 
ities and needs that will be created by the new legislation. 

I could say more, but time is short, but I hope I will have said 
enough to convince you that SSA cannot continue with business as 
usual if it is to meet its growing challenges. The Board has made 
several basic recommendations for how the agency should proceed 
to begin to meet these challenges. 

First, the agency needs a service delivery plan that sets fourth 
for the short- and long-term how it expects to handle its growing 
workloads, whether through staffing increases, technological im- 
provements, changing the way the agency does its business, or a 
combination of these approaches. It needs the work force plan that 
was called for by the 1994 legislation and which has not yet ap- 
peared, and that work force plan needs to be tied in with an infor- 
mation technology strategy so that people are trained and hired to 
do the right jobs based on the rapidly changing technology that is 
available. 

Second, the agency needs to make dramatic improvements in its 
telephone service and systems capabilities and accelerate signifi- 
cantly the use of new technologies. 
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Third, the agency needs to address longstanding institutional 
problems. These include a culture that discourages open discussion 
of problems, which means that problems are not being addressed 
in a forthright way. Also, there are major weaknesses in commu- 
nication between SSA's headquarters and operations in the field, 
including the state disability agencies, which undermine the ability 
of those in the field to understand agency policies as well as the 
ability of headquarters to benefit from the experience and ideas of 
employees in all parts of the agency. Further, SSA's administrative 
structure spreads responsibilities over too many components, mak- 
ing communication, coordination, team work, and timely decision- 
making difficult to achieve. 

Changes in SSA's structure and business processes are crucial if 
the agency is to the meet its future challenges, but the agency will 
need additional resources as well, both in the short term and long 
term. The upcoming retirement wave and the aging of the baby 
boomers make it critical for the agency to begin quickly to hire and 
train a work force for the future. We believe as a Board, and it is 
unanimous, an important first step is that the agency's administra- 
tive budget, like its program budget, should be explicitly excluded 
from the statutory cap that imposes an arbitrary limit on the 
amount of discretionary domestic spending. 

The agency's budget should be work-based, not based on artificial 
constraints. The American people, by their contributions, are pay- 
ing for the program and for the service, and they ought to get the 
service which they need and to which they are entitled. It is time 
for a work-based budget to be given to the agency. 

In conclusion, I want to commend Commissioner Apfel and the 
agency for beginning to respond positively to the findings and rec- 
ommendations in the Board's report. They have started to take 
some steps to address a number of problems that are described in 
our report, but they will need the help of the Congress and the ad- 
ministration if they are to be successful. 

Let's make no mistake. There is a long way to go. Staying the 
course will r^uire years of consistent work. The agency reached its 
present condition over a long period, and there are no quick fixes. 
But the important thing— the vital thing— is to get started now, 
this year. 

Thank you very much, Mr. Chairman. 

[The prepared statement follows:] 

statement of Hon. Stanford G. Ross, Chair, Social Securi^ Advisory Board 
(former Commissioner of Social Security Administration) 

Chairman Shaw, Chairman J ohnson, and members of the Subcommittees on So- 
dai Security and Human Resources, I want to thank you for your invitation to the 
Sociai Security Advisory Board to testify on the subject of Sociai Security's service 
to the pubiic. I am accompanied today by Syivester Schieber, a member of the 
Board, who is fiiing his own testimony. I hope that these hearings, coming as they 
do at the beginning of this second session of the 106th Congress, wiii provide the 
impetus for the prompt action that is needed to ensure that the Sociai Security Ad- 
ministration can fuifiii its current and future obiigation to serve the American peo- 
pie. 

Aithough most peopie are aware of the financing deficit that the Sociai Security 
program faces over the iong term, few are aware of the Sociai Security Administra- 
tion's serious and growing service delivery problems. On behalf of the Board, I wel- 
come this opportunity to begin a public discourse on what needs to be done to en- 
sure that these problems are appropriately addressed. I n the report on service that 
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we issued last September, we set forth our unanimous recommendations for the ac- 
tions we believe are necessary. 

When the Congress created the independent, bipartisan Social Security Advisory 
Board in 1994, you included in its mandate a specific charge that the Board make 
recommendations for how the Social Security Administration can improve its service 
to the public. Responding to that charge has been one of the Board's highest prior- 
ities. Over the course of more than two years, we talked with thousands of SSA and 
State disability agency employees in all regions of the country. We examined agency 
reports and statistics, and we held hearings to hear the views of the public. As with 
all the studies that we have undertaken, we have worked in a spirit of nonpartisan- 
ship, with the objective of serving the best interests of the agency and the public. 
While we have at times been critical of the agency, we have tried to be constructive. 

SSA has significant strengths, including an experienced and dedicated workforce 
and a management that ranks among the top of government agencies. But it is also 
presently experiencing serious problems and, more importantly, problems that will 
only grow disastrously if left unattended. We are grateful for the opportunity to 
share with you the findings and recommendations that emerged from our study. 

Problems of Service Delivery— An Untold Story 

Social Security's problems in serving the public have been an untold story so far 
as the American people are concerned. But they are a story well known to those 
who are serving the public on the front lines. The response of Social Security and 
State agency employees around the country to the Board's report on service delivery 
has been overwhelmingly supportive. Employees in all parts of the system -includ- 
ing field offices, teleservice centers, program service centers, and State disability 
agencies -have called and written to express their appreciation that the Board has 
recognized their concerns and is giving voice to a situation that urgently needs to 
be addressed. 

The employees who carry out the agency's work have a tradition of loyal service 
to the agency and the public. They share a "can do" attitude that has helped the 
agency to cope with the many administrative crises that it has faced over the years. 
But as workloads have grown and become more complex and resources have dwin- 
dled, these highly motivated employees have become increasingly concerned about 
their capacity to provide aged and disabled individuals with what they believe is an 
appropriate level of service. 

SSA's Service Delivery Problems are National in Scope 

SSA's service delivery problems are being experienced in all regions of the coun- 
try. Although most acute in urban areas, they are prevalent in suburban and rural 
areas as well. In our discussions with managers and other employees in the field, 
we heard repeated accounts of overcrowded waiting rooms, where waits of 2, 3, or 
4 hours are not uncommon. These long lines in waiting rooms are not only causing 
serious inconvenience to those who need a Social Security card or want to file a 
claim for benefits, they are putting pressure on employees to process their work 
faster, even if it means cutting corners. An agency executive told the Board that 
"employees no longer have the time to cross the t's and dot the i's." 

The effects can be serious. For beneficiaries and claimants it can mean an inac- 
curate benefit check or failure to file a properly documented disability claim. For 
the agency and the public at large it can mean overpayments, failure to follow up 
on potential fraud, or erroneous issuance of a Social Security card. 

Although the agency's indicators are generally positive, there are signs of prob- 
lems. For example, despite the agency's increasing emphasis on collecting overpay- 
ments, the amount of outstanding debt owed to the agency due to overpayments has 
increased steadily over the last 5 years. At the end of fiscal year 1994, outstanding 
debt was $4.15 billion. By the end of fiscal year 1999, outstanding debt was $6.52 
billion, a 57 percent increase. 

SSA has a large backlog of postentitlement actions in its field offices, actions that 
are necessary to maintain the accuracy of the benefit rolls. These actions involve 
changes in income or resources, changes in address or living arrangements, or other 
changes that can affect eligibility or payment amounts or the accuracy of the benefit 
rolls. Data from SSA show that the volume of pending postentitlement actions in- 
creased from 1.4 million at the end of fiscal year 1995 to more than 2 million at 
the end of 1999. 

The results of a recent survey of field office managers underscore the concern 
about the quality of service that SSA is able to provide. The survey, conducted by 
the National Council of Social Security Management Associations, included 111 
managers representing a cross-section of offices from all regions, ranging from large 
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metropolitan offices to small rural offices. While three-quarters of those responding 
rated the quality of their office's Social Security claims work as good or excellent, 
only about half rated their Social Security postentitlement work as good or excel- 
lent, and half rated their SSI claims work, as only fair or poor. Sixty percent rated 
SSI postentitlement work fair or poor. 

To deal with workload pressures, the agency often shifts work from one compo- 
nent of the agency to another, so while one problem is addressed, a new one is cre- 
ated. A striking example of this is what is happening with the agency's 800 number. 
For years, SSA has been trying to shift as much of its workload as possible to the 
800 number in order to cut down costs. An agency goal has been to answer 95 per- 
cent of calls in 5 minutes, and to meet this goal, SSA has been diverting employees 
in its program service centers from their own critical work to answer the tel^hone. 
As a result, issues that field offices have sent to program service centers for resolu- 
tion are taking longer and longer to process. At the end of fiscal year 1999, there 
were more than a million items pending in the program service centers, a 15 percent 
increase from a year earlier. Benefits are being delayed. This generates even more 
calls from frustrated claimants who are trying to find out what is happening to their 
claims. A vicious cycle has been created, and overall agency service is suffering. 

SSA's statistics show that the agency has been meeting the goal of answering 95 
percent of calls in 5 minutes, but what this means requires clarification. In fiscal 
year 1999, 79 million calls were placed to the 800 number. Nearly 7 million, or 9 
percent of these callers, got a busy signal. Of the 72 million calls actually received 
by the 800 number, 13 million, or 18 percent, were abandoned, either while callers 
were waiting for someone to handle the call or before they were able to navigate 
SSA's automated service. In the end, only 59 million callers out of 79 million or 
some 75 percent actually talked to an SSA employee or finished using SSA's auto- 
mated service. 


Impact of Prolonged Downsizing 

Although the agency's current service delivery problems stem from a combination 
of factors, the prolonged period of downsizing SSA has experienced over the last cou- 
ple of decades has been an important factor. Since 1982, employment in SSA has 
declined by 27 percent, from 88,600 in 1982 to 64,600 in 1999. The number of em- 
ployees in the field has declined even more, by more than 29 percent, from 59,800 
to 42,300. We believe the agency cannot sustain any further reductions, and in fact 
now faces staffing shortages in key parts of its organization. 

Downsizing has occurred across government, by some 14 percent overall. But the 
impact has not been evenly spread across agencies. SSA's cuts have been dispropor- 
tionately large, particularly when compared with what has happened in two other 
agencies that also have significant service delivery responsibilities. Although in re- 
cent years the IRS has experienced cutbacks, over the 1982-1999 period employ- 
ment in the agency grew by 19 percent. Over this same 17-year period, employment 
in the Department of Veterans Affairs declined by seven percent, after experiencing 
substantial growth until 1993. 

The Looming Retirement Wave 

The impact of SSA's past staffing cutbacks will be felt acutely over the next dec- 
ade. Years of downsizing and severe restrictions on hiring have given the agency 
a rapidly aging workforce. The average age of Social Security's employees increased 
from 41 to 46 over the last decade. A major reason the agency has been able to cope 
with its growing workloads as well as it has is that its workforce is currently highly 
experienced and there are experienced managers in the field. But a large portion 
of this seasoned workforce is expected to retire within the next 10 years. Based on 
the agency's projections, the number of retirees each year is expected to more than 
double, from 1,350 in 1999 to almost 3,000 a year in 2007 through 2009. 

Compounding the problem is the fact that certain field positions will be particu- 
larly hard hit. SSA predicts that between 6 and 7 percent of its managers and su- 
pervisors in the field will retire in each year between 2004 and 2008. This will come 
on top of a reduction in the number of managers that many in the agency believe 
is already undermining the quality of work by reducing the amount of training and 
quality review that is being done in the field. SSA has the very large challenge of 
hiring and training replacements who will be able to carry out the agency's work 
as efficiently and effectively as has been done in the past. 
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Future Workload Growth 

The agency's large wave of retirements will occur at the same time that the work- 
load is expected to grow rapidly. Over the last decade, the number of people receiv- 
ing Social Security and Supplemental Security Income benefits has grown at a rate 
significantly faster than the population as a whole. This disproportionate growth 
will accelerate as the baby boom generation ages, placing increasing pressures on 
the Social Security Administration to find ways to keep pace. These pressures will 
be exacerbated by the fact that a significant portion of the growth will be in the 
Dl and SSI disability programs, both of which are extremely time consuming for the 
agency to handle. Between 1999 and 2020, the general population is expected to 
grow by about 16 percent. But SSA's actuaries expect the number of Old-Age and 
Survivors beneficiaries to grow by 51 percent, while the numbers of Dl and SSI dis- 
ability beneficiaries are expected to grow by 71 percent and 17 percent respectively. 

Growing Administrative Complexity 

The agency's work is also growing more complex. For example, disability applica- 
tions increasingly involve mental impairments, which can be very difficult to evalu- 
ate and tend to r^uire carefully informed judgment. The agency's new emphasis 
on program int^rity r^uires employees to spend increasing amounts of time on 
continuing disability reviews and SSI redeterminations. Thejob of issuing Social Se- 
curity numbers has become more complicated and time consuming for the agency 
as the number of non-English speaking individuals applying for numbers has grown. 
Fligher levels of immigration are a factor. Immigrants often are not readily able to 
provide all of the documentation that is needed. The number of immigrants admit- 
ted to the United States has climbed from 531,000 in 1980 to an annual average 
of more than 770,000. SSA now has employees who speak more than 90 languages. 

SSA is also being asked to fill needs not being met elsewhere. Many of those who 
call or come into the office are seeking help with Medicare, Medicaid, Food Stamps, 
or other matters not directly related to SSA's program responsibilities. Employees 
in the field tell us that more and more Medicare beneficiaries are turning to SSA 
for information and advice because of the increasing complexity of the law and be- 
cause no other resource is available in their community to provide this service. In 
fiscal year 1999, SSA processed more than 65 million workload items relating to 
Parts A and B of Medicare, requiring about 1,400 agency workyears. 

The legislation passed last year to help the disabled return to work will add to 
the agency's responsibilities. Even if much of the work is contracted out to other 
public or private entities, the public will expect Social Security's employees to be 
able to answer their questions about the new program, and to explain the rules and 
the value of the services that are being offered. 

What SSA Needs to Do 

SSA cannot continue business as usual if it is to meet these growing challenges. 
Although employees at all levels of the agency value quality service and are working 
hard to deliver it, their ability to do so is increasingly at risk. The agency needs 
to focus much more sharply than it has in the past on the question of what it needs 
to do to meet its future challenges. The Board has made several overarching rec- 
ommendations for how the agency should proceed. 

Establish a Service Delivery Plan for theShortTerm and theLongTerm 

Although SSA's strategic plan includes providing "world-class" service as one of 
the agency's strategic goals, the strategic plan does not purport to be a detailed 
service delivery plan and includes only limited discussion of how the agency expects 
to achieve this goal. We recommend that SSA establish a service delivery plan that 
will set forth how it expects to handle its growing workloads, whether through in- 
creases in staffing, technological improvements, changes in the way the agency proc- 
esses its work, or a combination of these approaches. The plan should address both 
the short term and the long term. 

Planning should not be a one-time exercise. The agency should establish a perma- 
nent planning process that will enable it to adapt its plan as needed to reflect the 
changes in law, technology, and beneficiary characteristics that will inevitably occur. 

improve Service Delivery Practices and Strategies 

Second, the agency needs to make major improvements in its service delivery 
practices and strategies. If SSA is to meet its goal of providing high quality service, 
it will have to make dramatic improvements in its telephone service and systems 



14 


capabilities, and accelerate significantly its ability to use new technologies in con- 
ducting its work. 

In deciding where and how to focus its efforts, the agency should follow the exam- 
ple of the best private and public entities and become much more oriented toward 
understanding the needs and expectations of its clients. To do so will require far 
better measurement tools than it is currently using. 

At present, there are many basic questions for which the agency has insufficient 
answers. For example: What are the service delivery needs and expectations of 
SSA's different client groups? Should the agency be developing different service de- 
livery strategies for different client groups? Are SSA's current 800 number stand- 
ards lower or higher than the public wants and expects? Would people prefer to call 
the 800 number or their local field office and, if so, why? 

Only by getting answers to questions such as these will the agency have a valid 
basis for setting its goals and for planning how various components of the agency 
will be used in delivering service. 

The Board has heard numerous concerns about how the agency sets its quality 
goals and the way it measures performance. Many of the agency's own employees 
believe there is an overemphasis on process rather than outcomes and that for var- 
ious reasons agen^ data sometimes fail to provide a true picture of the quality of 
service that is being delivered. Because goals and performance measures tend to 
drive the work of the agency, we believe SSA needs to give high priority to improv- 
ing these measures and the way they are being used, taking guidance from success- 
ful private and public entities. 

Address Longstanding Institutional Problems 

Third, we urge the agency's leadership to address longstanding institutional prob- 
lems. Although these problems relate to all of the agency's work, they directly affect 
SSA's ability to serve the public. These are problems that have grown over many 
years and to some degree are endemic to any large institution. To address them will 
require changing the culture of the agency. These problems include an agency cul- 
ture that discourages open discussion and timely identification and resolution of 
problems and weaknesses in communication between SSA's headquarters and oper- 
ations in the field. The agency also has an administrative structure that spreads 
responsibility across many components, making communication, coordination, team- 
work, and timely decision making difficult to achieve. This problem of dispersion of 
accountability manifests itself particularly in the areas of disability and SSI, where 
some of the most serious service delivery problems occur. 

SSA's leadership needs to send a convincing and consistent message throughout 
the agency that open discussion of problems is both needed and expected, and that 
ideas for resolving problems will not only be welcomed, but rewarded. The agency 
also needs to develop and institutionalize better tools of communication between 
management in headquarters and employees who work in the field and in State dis- 
ability agencies. The problem of dispersion of responsibility across many components 
of the agency with parallel responsibilities needs urgently to be addressed in order 
to enhance accountability for achieving results. Trying to promote better teamwork 
is an obvious approach, but organizational changes may be needed as well in order 
to satisfactorily address the problems that we have identified. 

The Agency Needs the Support of the Administration and the Congress 

Finally, although all of the changes that I have been describing are within the 
purview of the agency itself, there is one area in which it must have the support 
of both the Administration and the Congress. The upcoming retirement wave makes 
it critical for the agen^ to begin quickly to hire and train a workforce for the fu- 
ture. The 1994 legislation making SSA an independent agency called for the devel- 
opment of a comprehensive workforce plan that would serve to clarify the agency's 
human resource needs. SSA's r^uests for appropriations should reflect the real 
needs of the agency to provide high quality service to the public. We urge the Ad- 
ministration and the Congress to provide the funds that will be necessary to meet 
those needs. 

The Board is unanimous in urging that the agency's administrative budget, like 
its program budget, be explicitly excluded from the statutory cap that imposes an 
arbitrary limit on the amount of discretionary government spending. Both workers 
and employers contribute to the self-financed Social Security system, and are enti- 
tled to receive service that is of high quality. It is entirely appropriate that spending 
for administration of Social Security programs be set at a level that fits the needs 
of contributors and beneficiaries, rather than an arbitrary level that fits within the 
current government cap on discretionary spending. 
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Conclusion 

In closing, I want to commend Commissioner Apfel and the agency for beginning 
to respond positively to the findings and recommendations in the Board's report. 
They have taken some steps to begin to address a number of problems that we de- 
scribed in our report. The Commissioner has established a process for developing 
a service delivery vision for the agency, and steps are being taken to assess the 
agency's workforce needs in future years. 

But make no mistake there is a long way to go. Staying the course will require 
years of consistent effort. The agency reached its present condition over a long pe- 
riod and there are no quick fixes. But it is vital to get started now and I believe 
the Commissioner is doing this. 

I assure you that the Board intends to follow up on the work it has done on serv- 
ice to the public. We expect to monitor carefully the progress that the agency is 
making to make sure that there is progress in fact as well as in words. We are cur- 
rently studying how we can work with the agency on a joint undertaking to improve 
the way the agency measures customer service. 

The functions performed by SSA touch nearly every individual in immediate and 
direct ways. Employers, workers and their families, and beneficiaries are all affected 
by how well the agency does its job, and we all have a stake in its success. Our 
assessment is that SSA is fundamentally strong, and with strong leadership and the 
support from the Administration and the Congress that it needs, there is no reason 
why it cannot meet the very large challenges that it will be facing in the coming 
years. 
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Chairman Shaw. Thank you, Mr. Ross. 

We have a vote pending at this time. So it would be a good time 
to break, and I 'm going the break until a quarter after twdve. That 
would give people here a chance to run downstairs and get a sand- 
wich or something if you would like. It will not give you a lot of 
time, but we will go ahead and break for one-half hour and we will 
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then reconvene and then, Mr. Schieber, we will of course start off 
with you and then there will be questions. Thank you. 

[Recess.] 

Chairman Shaw. I apologize for the lack of attendance that we 
have here, but there are a number of things going on, including a 
Ways and Means bill on the floor of the House. So I know that a 
lot of our Members are working there with that. 

Mr. Schieber. 

STATEMENT OF SYLVESTER J . SCHIEBER, MEMBER, SOCIAL 
SECURITY ADVISORY BOARD 

Mr. Schieber. Mr. Chairman, Members of the Subcommittee, I 
would like to thank you for the invitation to testify here today. 

As Mr. Ross indicated in his discussion, all of the members of our 
Advisory Board are in full agreement on the findings and rec- 
ommendations of our report on service delivery. For me, personally, 
getting to those findings and recommendations created some con- 
siderable ambivalence. I come from a private sector background, 
and I think I 'm naturally receptive to many of the changes that are 
occurring at Social Security. Work force downsizing, leveling of 
managerial hierarchy, implementing technology, customer satisfac- 
tion are concerns for survival in business today. Though I embrace 
these practices generally, I am troubled by their adaptation in So- 
cial Security's case. 

My impression, and I believe that other board members agree, is 
that the staffing levels of the agency are largely dictated by budget 
and personnel goals with little regard for the agency's dynamic 
workloads. To the extent that the workload is considered, many 
people in the agency have little faith in the work force measure- 
ment systems that are used, and I think we are at a point now 
where the agency should seriously consider replacing downsizing 
with right-sizing as has become much more prevalent in the pri- 
vate sector. 

Staffing issues must be addressed forthrightly by the agency, and 
it must engage both the administration and Congress to have the 
resources that are needed to fulfill its charter. The managerial staff 
ratios that have been religiously adopted by the agency do not re- 
flect the managerial needs of the organization. The agency should 
strengthen its management structure at headquarters and ensure 
that field managers have the flexibility and tools to manage their 
offices effectively. 

SSA should improve its measurement of the needs and expecta- 
tions of the people it serves and its benchmarking against external 
organizations. Some of the goals that SSA has made central to its 
operation, such as answering 95 percent of 800 calls in 5 minutes, 
do not reflect current private sector standards. Last year, we had 
an expert come visit the Board who advised that the goal of the an- 
swering of 90 percent of calls within 30 to 60 seconds is now the 
market standard. Internet access is replacing phone transactions, 
in many instance driving down costs while improving customer sat- 
isfaction in the private sector. 

Measures of good service from just 5 years ago are no longer suf- 
ficient. Despite the fact that the 95-5 standard may not be up to 
speed, the agency's singular focus on it is resulting in downgrading 
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of other services. Pulling staff off of program service center activi- 
ties to answer phones simply delays the processing that's supposed 
to go on in the PSC centers. Once a periodic duty, today PSC per- 
sonnel spend virtually the whole year servicing the 800 system. 
The problem is exacerbated by Social Security's antiquated phone 
system and software. 

The agency needs to become much more adept in acquiring and 
integrating new technologies. Its IWS/LAN project to place new 
computers in all of SSA's offices went out for bids in September 
1994, but the contract was not awarded until 1996, and the na- 
tional roll-out of these systems is still underway. Few companies in 
highly service-oriented business today rely on 1994 systems and 
technology. I wonder how many offices here on Capitol Hill are still 
using 1994 vintage computers and operating systems. 

If the agency is to keep up with its needs, it must find quicker 
ways to acquire state-of-the-art systems and to bring them online. 
In addition to the hardware problems, we heard repeated concerns 
about the development of and implementation of software systems. 
Staffing limits are based on system roll-out schedules that are not 
met. This phenomenon simply compounds the difficulties imposed 
on field office operations by excessive staff reductions. 

The Board's service report did not address the structural problem 
of the agency's disability determination and appeals processes 
which are central to many of the agency's service delivery prob- 
lems. We did address these matters in an earlier report. My own 
personal concern coming out of this is that the current disability 
administration model is so badly flawed that it cannot be success- 
fully implemented. I believe this is a subject that needs to be re- 
viewed again by the agency, the Board, and Congress as Congress 
did back in the 1970s. 

Downsizing a work force by natural attrition, as Social Security 
has done in recent years, results in significant work force aging. 
The average age of Social Security's work force has increased by 
more than 5 years over the past decade. Within the next decade, 
a disproportionate share of Social Security's workers will retire. 

The personnel situation at Social Security provides significant 
risks on at least three fronts. The first relates to a lack of infusion 
of new blood and new ideas into the organization dating back more 
than 15 years. The second relates to the potential of an abnormally 
large number of retirements at the time the beneficiary population 
is going to explode. So you are going to have new people without 
much background and understanding of the system taking charge. 
And the third relates to the loss of a whole generation of workers 
who should be maturing into senior positions as these current older 
workers matriculate out of the system into retirement. The agency 
simply cannot put off hiring any longer. 

In closing, let me say that because large bureaucracies are dif- 
ficult to move, making some of the changes that we recommend, 
particularly those that involve changing the agency culture, will 
take strong leadership. You will hear the agency has many initia- 
tives to address the problems raised in the Board's report, but it 
has to address them far more aggressively than it has in the past 
if it is to meet the changes that it will face in the coming decade. 
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I believe that it needs more resources than are being called for in 
the President's proposed budget if it is to meet these challenges. 
Thank you very much. 

[The prepared statement follows:] 

statement of Sylvester J . Schieber \ Member, Social Security Advisory 

Board 

Chairman Shaw, Chairman J ohnson, and members of the Subcommittees on So- 
dai Security and Human Resources, I thank you for the invitation to testify. 

As Mr. Ross has indicated, the Board's report on service deiivery was the work 
of aii the members of the Board. We are in fuii agreement on the findings and rec- 
ommendations. For me personaiiy, getting to those findings and recommendations 
created considerabie ambivaience. 

I have spent most of my career in private enterprise. Aithough I am a working 
manager, I have been in management positions for more than 20 years. I work in 
an industry and business that is highiy competitive. In that context, I have person- 
aiiy had to deai with ongoing market pressures to produce more and better work 
with steadiiy diminishing resources. Given this background, I am naturaiiy recep- 
tive to many of the trends that are occurring at Sociai Security. Downsizing a work- 
force has been a personai experience, one that I shouid note I did not reiish. Eiimi- 
nation of unnecessary ieveis of manageriai hierarchy is a gospei in our business. 
The use of technolo^ is what aiiows these things to occur. For the business in 
which I work, customer satisfaction is a condition for survivai. Despite my receptiv- 
ity to aii of these considerations, I am troubied by their adaptation in the adminis- 
tration of the programs under the Sociai Security umbreiia. I wouid iike to take the 
opportunity today to elaborate on several points that I think are particularly impor- 
tant. 

• The Board states in its report that the agency cannot sustain any further reduc- 
tions in its staff and in fact now faces staffing shortages in key parts of the organi- 
zation. It is my impression, and I believe that of other Board members, that staffing 
levels in the agency have been largely dictated by budget and personnel goals that 
have not seriously considered the agency's workload and how it is changing. To the 
extent workload is considered, many if not most of the people in the agency have 
almost no faith in the work measurement system now used to measure the work 
they do. The private sector has replaced "downsizing" with "rightsizing," and this 
should be the agency's objective as well. This problem needs to be addressed forth- 
rightly by the agency, and the agency needs to engage with the Administration and 
the Congress to get the resources that it needs to satisfactorily fulfill its charter. 

• The managerial-staff ratios that have seemingly been religiously adopted by the 
agency do not reflect the managerial needs of the organization. The agency needs 
to strengthen its management structure in headquarters and ensure that managers 
in the field have the flexibility and tools they need to manage their offices effec- 
tively. 

• SSA needs to do a much better job than it is currently doing of measuring the 
needs and expectations of the people it serves and of benchmarking its service goals 
against external organizations. Some of the goals that SSA has made central to its 
operations, such as answering 95 percent of calls in 5 minutes, do not reflect present 
day private sector standards. We heard repeatedly that SSA had been judged num- 
ber 1 in its provision of 800 level service by a DALBAR survey done in 1995. To 
give you a sense of the dynamics in the private market place, my employer was 
rated number 1 in a 1995 DALBAR survey of defined contribution retirement plan 
record keepers in the United States. By 1999 we exited that business because the 
linkage of record keeping to mutual fund investing had eliminated our utility as a 
provider of these services. Standards for telephone service have been rising. Last 
year an expert in the private sector advised the Board that a goal of answering 90 
percent of calls within 30 to 60 seconds -not 95 percent in 5 minutes -is now the 
market standard. Measures of good service from just five years ago are no longer 
sufficient. 

• Despite the fact that the 95-5 standard may not be up to grade, the agency's 
singular focus on it is resulting in the downgrading of other service levels. Pulling 
staff off of Program Service Center (PSC) activities to answer the phones simply 


^Sylvester j . Schieber, Ph.D., is Vice President of Research and Information at Watson Wyatt 
Woridwide. He has been a member of the Sociai Security Advisory Board since j anuary 1998. 
The views presented in this statement are his own and do not necessariiy refiect the views of 
other members of the Advisory Board or of Watson Wyatt Woridwide or any of its other associ- 
ates. 
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delays case processing which generates additional calls. The use of PSC staff on the 
800 system was originally intended to cover only a few days a year when call levels 
spiked, specifically days around the first of each month, a day or two after holidays, 
and so forth. Now PSC staff are pulled into supporting the 800 system virtually year 
round. This problem is exacerbated by the antiquated phone system used by the 
agency and its underlying software. 

• The agency needs to become much more adept at integrating new technologies 
into its processes. Systems improvements are being introduced far more slowly than 
in the private sector. In the 1940s, 1950s, and 1960s SSA was a pioneer in using 
computer technology but today it is lagging behind. Partly this is a procurement 
issue that can only be resolved with streamlining of governmental procedures. The 
agency's IWS/LAN project, which involves placing new computer equipment in all 
of SSA's offices throughout the country, went out for bids in September 1994, but 
the contract was not awarded until J une 1996 and national rollout is still continu- 
ing. Rapid systems advances mean that SSA’s equipment is already out of date even 
before it has been universally implemented. If the agency is to keep up with its 
needs, it has an urgent need to find quicker ways to get state-of-the-art equipment 
to its empicyees. 

• In addition to the hardware problems, we heard repeated concerns about the 
development and implementation of software systems. Staffing levels often are 
based on promised system rollout schedules that are not met. This phenomenon sim- 
ply compounds the difficulties imposed on field office operations by excessive staff 
reductions. 

• As we point out problems, we should also point out that the agency is required 
to perform some highly complicated tasks. I refer specifically to the administration 
of the disability programs. The Board's report did not address the structural prob- 
lems of the agency's disability determination and appeals processes, which are cen- 
tral to many of the agency's service delivery problems. In the 1970s, the Congress 
made a careful study of the Federal-State relationship between SSA and the State 
Disability Determination Services. It also examined the appeals process, including 
the Office of Flearings and Appeals and the courts. My own personal concern is that 
the current disability administration model is so badly flawed that it cannot be suc- 
cessfully implemented. I believe these are subjects that need to be reviewed again 
by the agen^, the Board, and the Congress. 

• Flaving sat across a desk from more than one employee whom I had to termi- 
nate because of staff downsizing, I appreciate that a preferred way to accomplish 
such goals is through natural attrition. If such a policy is implemented over a long 
time frame, as it has been in the case of the agency, the end result is a significant 
aging of a workforce. The average age of Social Security's workforce has increased 
by more than five years over the past decade. Within the next decade a dispropor- 
tionate share of current workers will retire from Social Security. The personnel situ- 
ation at Social Security poses significant risks on three fronts. The first relates to 
a lack of infusion of new blood and ideas into the organization dating back more 
than 15 years. The second relates to the potential of an abnormally large number 
of retirements at the time the beneficiary population explodes with baby boomers' 
eligibility. The third relates to the loss of a whole generation of workers who should 
be maturing into senior positions as older current workers pass into retirement. The 
agency cannot put off hiring any longer. 

I n closing, let me say that because large bureaucracies are difficult to move, mak- 
ing some of the changes we recommend— particularly those that involve changing 
the agency culture— will take strong leadership. Flaving a confirmed Commissioner 
has improved the agency's ability to take the necessary action. 

You will hear that the agency has many initiatives to address the problems raised 
in the Board's report. But it will have to address them far more aggressively than 
it has in the past if it is to meet the challenges it will face in the coming decade. 


Chairman Shaw. Thank you. Mr. Schieber, I would like to pur- 
sue the last part of your statement with regard to the work force 
and new hires and the fact that these retirements are going to co- 
incide with the baby boomers coming into the agency. I n the 104th 
Congress, we authorized an additional $4 billion. That was during 
a 7-year period for the agency to reduce the backlog of the continu- 
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ing disability reviews. I gather from your testimony, are you refer- 
ring only to the retirement area or also in the disability area? 

Mr. ScHiEBER. I'm talking about the whole agency. As we have 
visited a number of regions as we were developing our research, we 
repeatedly heard in the field about the large number of people, sig- 
nificant numbers of people in management positions that are going 
to be eligible to retire within the next 3 to 5 years. There is signifi- 
cant concern within the organization about the availability of peo- 
ple to move up in the system and really provide the institutional 
knowledge, institutional wisdom to keep things going. 

Chairman Shaw. What would you do differently? 

Mr. ScHiEBER. I think they neai to begin to hire people and get 
them on board and possibly even attract people in mid-career that 
can come in and assume leadership roles over the next few years. 
They have begun the necessary actions. They ran a retirement win- 
dow last year providing early retirement incentives, I think in Au- 
gust and September of last year, offering early out for some work- 
ers so they could simply create some vacancies to hire new blood. 
But they need to do more of it. 

Chairman Shaw. What is the percentage of the people that you 
see in management that will be retiring over the next 5 or 10 
years? M r. Ross, you might chime in on this too if you want. 

Mr. Ross. OK. 

Mr. SCHIEBER. We heard some fantastic numbers in some of the 
senior grades of the majority of people eligible to retire within the 
next 5 years, even numbers approaching 70 and 80 percent in some 
cases. 

Chairman Shaw. Kim has just handed me a GAO study that I 
suppose you have reviewed which is, indeed, frightening. The per- 
centages eligible to retire between— well, this was between 1999 
and 2009. GS-1 to 11 was 50 percent; GS-12, 64; 13, 74; 14, 83, 
86, 84, 54. What has caused that? It seems that an agency ongoing 
like this would have a natural turnover with the growth. 

Mr. SCHIEBER. What has happened is you have had this very sig- 
nificant downsizing that has been going on for about 15 years, and 
these agencies do not like to lay people off. So what they're doing 
is they are using natural attrition to do the downsizing. If you are 
using natural attrition and not enough people are walking out the 
door, you simply cannot bring very many new people in. That is 
what has happened. And the work force ages very rapidly in that 
kind of condition. I have seen it in private sector companies also. 

Mr. Ross. Let me just add one thing that underscores an aspect 
of this. Because of so much pressure on the work force, particularly 
in the field offices, some of these people may retire even earlier 
than they have historically. There is a great deal of burnout and 
the loss here cannot be described just in numbers. The field force 
in particular is still very customer oriented. They really do believe 
in service and dealing with the people who come in the door and 
who manage to get them on the telephone. But unless there is 
some real overlap between the new hires and these people who 
have the historic institutional memory and values, you are going 
to be getting different kinds of people. You really do need this over- 
lap. 
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You cannot wait until somebody leaves and then think you are 
going the get somebody in who is really a replacement, because you 
will never replace that institutional memory unless they have had 
a period of mentoring and being part of the traditional organiza- 
tion. What's going on is really dangerous, particularly with the 
staff burnout. 

Those figures that have been referred to, could easily get worse. 
These are just best estimates. 

Mr. ScHiEBER. The situation is that today not everybody retires 
when they are eligible, but if you start to see a massive infusion 
of eligible beneficiaries coming online, increasing the work burden 
at the local office level without a commensurate increase in re- 
sources, you have people that can walk out the door because they 
are eligible for a pension. Under increased work burdens they are 
going to be more likely to do it sooner than they have in the past. 
That is the probability. That is the risk. 

Chairman Shaw. Let me switch gears for just a moment to you, 
Mr. Ross. You recommended that Social Security establish a service 
delivery plan over both the short term and the long term. I want 
to know why this has not been developed until now. As you know, 
the SSA came up with a plan to redesign the disability program 
7 years ago, and the plan still is in the progress of being imple- 
mented. There have been many questions raised all along about 
whether the redesign has really changed anything, and what is the 
difference between a service delivery plan that you are referring to 
versus the re-design of the disability program plan, and what n^s 
to be done differently? 

Mr. Ross. The agency has historically at various times tried to 
get a service delivery plan together, and by that I mean a kind of 
comprehensive analysis of what it's going to take, what sort of 
business processes, what kind of human resources, what kind of 
technology strategy you are going to follow, where is the work 
going to be done, who is going to do it. The problem historically the 
agency has had in doing this, and why it's never been accom- 
plished, is that if you get all the components represented, they 
wind up fighting for turf and jobs and whatever, and it's sort of a 
stalemate that is produced. 

The only way out of that kind of situation is with very strong 
leadership. You need somebody who hears everybody, talks to all 
the stakeholders but then says, 'This is the way it's going to go," 
and you put in place a plan. It's not immutable. It would be subject 
to change. Things change. Technology changes. The workload 
changes, but you have got to have something that people can relate 
to so they know what they are going to be doing in the future and 
where. The agency is totally lacking in that understanding at 
present. 

Chairman Shaw. Mr. Collins. 

Mr. Collins. Thank you, Mr. Chairman. Thank you, gentlemen. 

As you read over, Mr. Ross, your report and, Mr. Schieber, I did 
not get back in time to hear all of your comments, and listening 
to you, Mr. Ross, as you went through the current problems and 
also some recommendations, as someone who has been in a small 
business for 35-plus years, you quickly can see where the problem 
lies here and it's in people. When you name each one of these, over- 
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crowded waiting rooms, long waits, someone is not there to service 
these people, or the ones who are there are not servicing these peo- 
ple. The workloads, and it's going to get worse as you say, the tele- 
phone services, managerial services, all of these pertain to people. 

I am reminded that when we created this independent agency 
that there was a request that— I say request. It was part of the leg- 
islation that the agency is to submit a work force analysis. The 
agency. I do not believe we have received that analysis from the 
agency itself. 

There is one area that I would like for you to maybe further ex- 
plain, and, too, it goes back to the people within the agency, and 
that is that you refer to the culture in the agency. Would you like 
to further explain what you are meaning by culture? 

Mr. Ross. Yes, I would. By culture I mean the sort of habits, pat- 
terns of thought, processes that get built into any institution. There 
are some good things in the SSA culture, particularly in the field. 
They do care about the beneficiaries, the claimants, the people that 
come in to get a card. But for the agency as a whole, and I would 
say it's particularly true in Baltimore at the higher levels where 
there is less contact with the people that are being served, there 
is a tendency to brush aside problems, to ignore them, to say, "Oh, 
we have heard that before, we know what's going on," and there 
is very little premium put on really bringing to the top manage- 
ment, to somebody who could make a difference, the Commissioner 
for example, a forthright statement of the issues and some options 
for dealing with them. 

For too long there has been a tendency to sort of keep the prob- 
lems away, keep them kicked under the rug, and not really pursue 
them. In part, this is because there have been too many Commis- 
sioners who have come and gone. Now clearly when the independ- 
ent agency l^islation was passed in 1994, the Congress felt that 
one of the things that we would get out of it would be the agency 
coming up and honestly describing its problems so that the Con- 
gress could address them, give it some help and do things, get on 
with what the people being served need. 

Senator Moynihan's floor statement— he was the principal spon- 
sor on the Senate side— said this very explicitly, "We want to hear 
about it, and we want to deal with it. We do not want to wake up 
some morning and find out that there are all these unaddressed 
problems. We care about this agency." And that legislation went 
through on a fully bipartisan basis in both houses. Well, here we 
are 6 years later and that is not being done, and we cite in our re- 
port numerous examples of where the Congress still had to find the 
problem, ask the agency about it, and then get some sort of tepid 
acknowledgment of it. 

Mr. Collins. Well, the light is caution there. You are drawing 
a distinct difference between the Baltimore office and the field of- 
fices, the waiting rooms, the long lines, the telephone ringing in the 
field offices, and that's where we have a shortage of personnel, but 
we have an abundance in personnel in the Baltimore office. 

Mr. Ross. I am not so sure about that. I would hesitate to say. 

I think people care and are dedicated in Baltimore. The major 
thrust of what I was saying, though, when you have to man those 
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front windows and see the people you are serving, it gives you a 
different perspective. 

Mr. Collins. Well, I have very few complaints from my office in 
the Georgia and the field offices. I mean they are trying to do their 
best there, but we have had testimony here over the last three or 
4 years since I have been on this Subcommittee referencing the 
Federal Employees Union and how the union itself has actually 
prohibited or prevented or delayed or deterred action within the of- 
fice. Well, that has to be in the headquarters area of Social Secu- 
rity, not in that field office. 

Did you sense any problems with the union itself as it relates to 
this culture problem that you are talking about? 

Mr. Ross. I think the field force is heavily unionized too. I do not 
think that's just a phenomenon of headquarters. I think the union 
has very definite concerns. One would hope that they would share 
the concern for the agency's need to serve the public and they 
would balance that concern with their demands related to various 
things. 

Mr. Schieber may want the add to this. We did not get deeply 
into the role of the unions. Our focus was less on who shot J ack, 
because this is clearly a development over many Presidents and 
many Commissioners. But the question for the future is where do 
you need to go and how do you get people tied to a plan for ad- 
dressing the agency's problems. So I cannot really fully answer 
your question. 

Mr. Schieber. I think that the union, the very presence of 
unions in the field offices and in the whole operation has made the 
administration of the program more difficult. But I think some of 
what has evolved here may actually have created the environment 
that led to the unions and the unions' positions. If you have people 
in work environments where they see their workload going up con- 
sistently and resources available to handle that workload declining, 
and these people do not have the sense that management is really 
paying attention to what's going on and cares about the situation, 
after a while what happens is the workers decide that they are 
going to get together and they are going to put together a sufficient 
force that they can command management's attention. 

The big problem that usually occurs when things get to that situ- 
ation in a workplace is that all of a sudden you have both parties 
worrying about the letter of the real or implied work contract. 
Workers refuse to take a call at 7:59 in the morning when the work 
day does not start until 8. Management worries about what hap- 
pens at 4:28 in the afternoon when the work day lasts until 4:30. 
Everyone ends up worrying about what people are doing one 
minute to the next minute and what the precise work agreement 
is and they forget the substance of the primary task. 

I think that the unions are a complicating factor, but in some re- 
gards you can understand why they are there and have com- 
plicated matters. Somehow we need to get this agency back to- 
gether with every party pulling on their oar all trying to go in the 
same direction. That's part of the challenge here, I believe. 

Mr. Collins. Well, I believe you are exactly right. That is nor- 
mally what causes problems within a work force, is when manage- 
ment itself and the higher-ups do not listen to those who are actu- 
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ally doing the work. There becomes this resistance that builds up 
and it gets worse and worse and worse. 

Mr. ScHiEBER. Absolutely. 

Mr. Collins. Do you think that those who are in the head posi- 
tions at the Social Security Administration can handle this situa- 
tion and make the constructions needed? Maybe we should not say 
can. Do you think they will? 

Mr. ScHiEBER. I think that we have gotten their attention with 
our report and some of the prior reports. There are many issues 
that need to be addressed. For example, we are now seeing the im- 
plementation of the new union in the administrative law judge 
area where, if you really think about it, at least from where I come 
from, is mind boggling. So here's a lot of work to do. 

I do believe that we have gotten some people's attention. Not ev- 
erybody is happy with us for what we have said, but at least we 
have begun to lay out a road map. 

Mr. Collins. Well, the frustration among the administrative law 
judges is the reason they made the decision to organize, and that 
frustration runs throughout the labor force at Social Security. 

Thank you, gentlemen. Thank you, Mr. Chairman, for your leni- 
ency. 

Chairman Shaw, j ust one final question. This report has been 
presented to the Commissioner, I suppose, in person. What type of 
response have you all received? 

Mr. Ross. I think the Commissioner is trying to take steps, and 
you will hear about some of them when he testifies in the next cou- 
ple of weeks. I know you are planning to schedule him. I think it 
IS important to keep the right perspective on this. There are no 
quick fixes. It took a long time to get here. It is going to take a 
long time of continual worK to reverse course. 

To me, the absolutely most important thing, though, is to get 
started now. It is like the moment when the tide has been going 
out and it starts to come in. We need a clear signal from the Con- 
gress and the administration that they are going to turn the tide 
on this situation. I think it is wrong to just sit still and wait until 
you start to hear about problems and complaints back in your dis- 
tricts which could produce a sort of IRS situation which then re- 
quires a drastic remedial process. I think this is a case where the 
patient should be taken into the intensive care ward right now and 
given the things that are needed and put back going in the right 
direction, healthy and out of danger. 

I think the important thing now is taking the first steps and 
changing the direction, and I think that you will hear from the 
Commissioner that he is going to try to do that. 

Chairman Shaw. Well, thank you both for doing a very fine job 
and being with us here now this afternoon. Thank you very much. 

[The following questions were submitted by Chairman Shaw to 
Dr. Schieber and Mr. Ross, and the respective answers, follow:] 

QUESTIONS FOR THE RECORD 

1. What in your view is the most important thing the Sociai Security Ad- 
ministration must do to ensure they are ready to effectiveiy deiiver service 
in the 21st Century? 

SSA urgently needs to address directly how it expects to meet the serious service 
delivery challenges that it faces both in the short term and the long term. It should 
develop a service delivery plan that presents a straightforward assessment of the 
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agency's human resource and technological needs. In addition, SSA should engage 
with the Administration and the Congress to work toward getting the resources that 
it needs to provide high quality service to the public. 

2. The Social SecuriW Administration has a strong reputation among the 
American people, which some might contend is an extension of the public's 
support for what Social Security does rather than how efficiently they do their 
work. Anyone waiting literally years for their appeal for disability benefits to be re- 
solved knows what I mean. How does Social Security stack up against companies 
that provide similar services, such as a private disability insurer? Do their cus- 
tomers ever experience the long waits that some Social Security disability applicants 
do? If not, what are those companies doing to provide better service? At what cost? 
Is Social Security studying any of them in hopes of improving the service they pro- 
vide? 

In 1995, Dalbar, Inc., a Boston-based financial services company, completed a 
comparison of SSA's 800 number service to the service provided by private sector 
firms. At that time, it rated SSA's service as number one in the country. But one- 
time measurements are not good enough. Experts in the private sector have told the 
Board that SSA's standard for telephone service is now far below the standard used 
in the private sector. Customer service expectations are rising, and the public will 
inevitably find the agency's service wanting if it lags far behind, whether this be 
in telephone service or otherwise. 

The Board believes that SSA needs to follow the lead of the best private and pub- 
lic entities and make major improvements in the way it measures and uses cus- 
tomer service information. At this time, the agency has only limited information on 
client needs and expectations and on client satisfaction with its service. This is espe- 
cially the case with respect to particular client segments. For example, SSA does 
not measure discrete client segments such as SSI disabled children or SSI disabled 
adults. Nor does it measure client satisfaction with particular types of agency ac- 
tions, such as the hearing process. As the private sector has learned, this type of 
information is vitally important if the agency is to understand and address its serv- 
ice delivery problems. 

In addition, in the past the way the agency has set its quality goals and the way 
it has measured performance have been largely developed internally. SSA needs to 
expand its efforts to learn how these important functions are being carried out by 
the most successful organizations in the private and public sectors. The agency will 
be taking a step in the right direction this summer when it joins with the Board 
in sponsoring a joint effort to bring to the agency outside, private sector expertise 
and advice on how to improve its client measurement procedures. 

Although the agency is conducting several major disability-related research en- 
deavors, such as the Disability Evaluation Study and studies of alternative ways of 
measuring disability, we are unaware of any special agency studies relating to how 
private disability insurers are providing service. 

3. You indicate that Social Security's work is complex and becoming more 
so, especially in disability, program integrity, return to work, and health- 
related areas. Can these complexities be addressed through changes in reg- 
ulations or in law? Is SSA conducting a review of their regulations and the 
law with an eye towards reducing complexities? 

Much of the difficulty of administering SSA's programs is the result of their inher- 
ently complex nature. SSI is a means tested program, and requires a continuing re- 
view of income, resources, living arrangements, and other changing factors. The 
statutory definition of disability appears relatively simple on its face, but to imple- 
ment it requires careful development of medical history and use of personal judg- 
ment. Disability decision-makers need extensive and ongoing training to carry out 
their job. 

SSA recently began taking a closer look at the SSI program in an effort to identify 
areas where simplification might be possible. We believe that some improvements 
can be made by changing agency regulations. Even relatively small changes could 
make a significant difference to workers in the field. We have recommended that 
as a first step the agency should consult with employees in the field to identify rules 
and procedures that are r^uiring disproportionately large amounts of staff time to 
administer but have little impact on benefit determinations and do not require legis- 
lative change. 

Over the longer term, the agency should examine areas of greater complexity that 
involve more substantive change, such as the rules that apply with respect to living 
arrangements and in-kind support and maintenance. There are 186 pages of instruc- 
tions that field office employees are required to follow on this subject alone. Al- 
though changes in policy areas like this may be controversial because of their pos- 
sible impact on individuals and program costs, we believe the agency should take 
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the leadership in identifying the issues that are involved and proposing changes in 
regulations or law where it believes they are warranted. 

With respect to disability, the agency proposed a major redesign of the determina- 
tion process in 1994. It has subsequently stepped back from many of the changes 
that it proposed at that time, although some are being further tested in 10 prototype 
States with a view to nationwide implementation within the next couple of years. 
Based on our studies, we doubt that the changes that are being proposed will result 
in simplification of the process, although for some claimants the elimination of the 
reconsideration step of appeal and changes that are being made in the hearing proc- 
ess may speed up decisions. One area where the process could be simplified and en- 
hanced from the perspective of employees is in systems improvements. As we point- 
ed out in our September 1999 report on service delivery, we are concerned about 
the extraordinarily slow pace of developing a systems strategy that will serve all 
parts of the disability determination process. Some of the agency's most serious 
service delivery problems now occur in the disability programs. We have urged the 
agency to give high priority to developing a system that would support all parts of 
the disability process. We have noted that implementation of a well designed system 
holds promise for speeding up the flow of cases through the claims and appeals proc- 
ess, improving the quality of the information that is available to decision makers, 
and providing a more uniform basis for decision making. In addition, innovations 
such as electronic retrieval of medical information could ease the burden on both 
claimants and disability workers and these should be incorporated into the process 
to the extent possible. 

4. The Advisory Board recommends that Social Security's efforts to im- 
prove computer hardware and software should be strengthened and accel- 
erated. What specific hardware and software problems did you observe? 
How does Social Security's systems improvement performance compare 
with technology enhancements being implemented in the private sector? 

Systems are primary enablers of SSA's efforts to improve its processes. However, 
many of SSA's systems enhancements and improvements have not been delivered 
on schedule and sometimes they do not perform according to the agency's expecta- 
tions. Moreover, SSA has not been able to demonstrate that promised dollar savings 
have been realized, even when the process has resulted in better service or work 
products. 

One of the primary reasons for the implementation delays at SSA is the procure- 
ment process. The private sector does not have to comply with federal procurement 
guidelines and can introduce new technology more quickly and efficiently. In addi- 
tion, the private sector has greater flexibility than government agencies in using in- 
novative approaches to attract and retain qualified technical expertise. Nonetheless, 
we believe SSA should make better use of the flexibility that now exists in the law 
to speed up its delivery of systems innovations to workers in the field. 

In our visits to field offices around the country, we heard many concerns about 
systems technology from SSA employees. We heard that there is a shortage of com- 
puters available to field offices. Customers are served more slowly as a result. We 
also heard that much of the software used by field offices is not as user friendly 
as it should be, especially for many new employees who think they need more train- 
ing in its use than they have been getting. In addition, we heard complaints that 
many of the systems at use in the field are older systems that break down regularly, 
causing delays in workload processing. 

SSA has been lagging well behind the private sector in its introduction and use 
of technology. This is an area where considerably greater investment is needed. 

5. You testified that SSA must become much more adept at integrating 
new technologies into its processes. How can SSA accomplish this most effi- 
ciently and effectively? Does SSA have the needed expertise in-house? Are 
they working with outside experts? Should SSA consider outsourcing some 
of these functions? 

We do not believe that SSA has all of the technical expertise that it needs in 
house at the present time. The private sector has more flexible pay and benefit 
structures that enable it to be more innovative than government agencies in attract- 
ing and retaining skilled employees. In addition, SSA has perhaps not been as ag- 
gressive as it could be in using the hiring authorities that it currently has. 

Many who work in the field believe that SSA should have far greater capacity 
than it has now to keep up with the agency's systems needs. They also believe there 
is a need for additional staff in the field who are qualified to do systems work. One 
of the greatest challenges the agency will face is ensuring that it will have adequate 
staff with the technical expertise that will be required to met its future needs in 
the area of information technology. 
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SSA is facing a situation where the saiaries it is abie to offer are so much iower 
than those being offered in the private sector that it is iosing its abiiity to compete. 
Other government agencies share this probiem, but SSA's needs are greater than 
those in many other agencies because of the compiexity and vastness of its oper- 
ations. 

Aithough the saiary issue is important today, there are even greater grounds for 
concern when the impending retirement wave b^ins to hit the agency. SSA needs 
to begin to hire repiacements right away if experienced personnei are to be in piace 
when they are needed. 

SSA needs to consider whether it shouid have greater pay fiexibiiity so that it can 
be more competitive with the private sector in hiring systems speciaiists. Even with 
greater fiexibiiity it is iikely that the agency's saiary scaies wiil remain beiow those 
offered in the private sector. Given that fact, the Board has urged the agency to ex- 
amine whether there are areas in which the private sector may be abie to perform 
tasks that are becoming increasingiy difficuit for the agency to do. Additionai con- 
tracting for some of these tasks may be necessary. 

6. In your testimony you indicated that the response of Social Security 
and State disability employees to the recommendations in your report was 
overwhelmingly supportive. Have you heard about any disagreement with 
your findings or recommendations? 

We have been pieased with the positive response that the Board has received to 
its report from aii parts of the agency. Groups that represent managers and other 
empioyees in the field have been particularly supportive of our findings and rec- 
ommendations. In addition, the Commissioner has announced a number of initia- 
tives that respond to our recommendations. Although there may be some within the 
agency who take issue with one or more of our findings or recommendations, no one 
has presented reservations to us. We would be pleased to have a dialogue with any- 
one who would present other views. 

7. One criterion for judging service delivery is the accuracy of payments 
and the ability to recover overpayments. You say that the amount of out- 
standing debt in the form of overpayments due to SSA has increased from 
$4^1 billion in 1994 to $6.5 billion in 1999, a 57 percent increase. Why has 
this happened and is SSA doing anything about it? 

The Board believes that one of the principal reasons for the increase in outstand- 
ing debt at SSA is insufficient staffing in the field. Downsizing in the field, com- 
bined with the rapidly growing, more complex workloads that we have documented, 
have meant that employees no longer have as much time as they need to work on 
collections of overpayments. In addition, staffing shortages have also resulted in 
fewer quality reviews. I n an environment where employees do not have the time to 
work as carefully as they should— and there is insufficient attention to training and 
to quality measures— more inaccurate payments will occur. The Board has been told 
that the agency is making more mistakes because there are now too few managers 
and supervisors in the field to ensure an adequate level of quality control. 

In addition, there are large delays in processing postentitlement actions resulting 
from the agency's focus on the 800 number. SSA has been diverting program service 
center staff from their own critical work to answer the telephone. This has caused 
more overpayments to be made because beneficiary records are not being kept cur- 
rent. For example, if a beneficiary reports a change in living arrangements and the 
SSA program service center is delayed in processing that change, inaccurate SSI 
payments will result until the change is made. 

SSA has been taking some important steps to improve program integrity. It is 
doing more cross checking of data with other agencies. It is planning to use other 
debt collection authorities, including Federal salary offset, charging interest, ex- 
panding the Treasury offset program, and credit bureau reporting. It has also sup- 
ported an increase in the size of its Inspector General staff. We believe the most 
important need of the agency, however, is sufficient staff in the field to do the care- 
ful work that is needed to prevent overpayments from occurring in the first place. 

8. Your testimony indicates that Social Security should follow the exam- 
ples of the best private and public entities as it improves service delivery 
practices and strategies. Can you provide some specific examples to illus- 
trate what you mean by this? Does SSA have a process in place to r^ularly 
compare itself with other public and private high-performing agencies? 

SSA has begun applying the Baldrige Criteria for Performance Excellence to its 
operations. The Baldrige Criteria include making regular comparisons with other or- 
ganizations as a way of measuring performance. It is our view that SSA should be 
doing much more than it has been doing in the way of benchmarking its perform- 
ance against the best performers in the public and private sectors and it should be 
doing this on a systematic basis. SSA's performance goals, such as trying to answer 
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95 percent of its 800 number calls within 5 minutes, need to be regularly reviewed 
and updated. SSA will have to keep up with private sector standards if it is to sat- 
isfy the public's demands for high quality service. 

9. You point to several major service delivery problems that need imme- 
diate attention, including problems with telephone service, waiting times 
in field offices, and large backlogs of actions after people start receiving 
benefits (such as adjusting benefits for changes in earnings or living ar- 
rangements). What in your view are the most pressing problems and their 
effects on customers? Did you provide any specific recommendations to 
SSA as to how to address these problems? 

In our report we urge SSA to identify in its service delivery plan those problems 
that need to be addressed immediately. We stated that based on our study, we be- 
lieve that improving telephone service is foremost among them and we make specific 
recommendations for how this should be done. We urge the agency to improve its 
measures of the public's needs and expectations for telephone service so that it will 
have a more valid basis for setting its goals for service delivery and for determining 
how various components of the agency will be used in delivering service. Among 
other changes, we recommend that the agency develop more balanced measures of 
the telephone service that it is providing— for example, measures that emphasize 
the percent of calls that are served as well as the percent that achieve access. We 
urge greater attention to improving the telephone service that is being provided by 
local field offices. We also urge the agency to improve its telephone service through 
technological improvements and to strengthen its training programs for those who 
answer fne telephone. 

Another area needing prompt attention is the administration of the disability pro- 
grams. We have recommended five priority measures to address the problems: de- 
velopment and implementation of an ongoing joint training program for all adjudica- 
tors: development of a single presentation of disability policy that is binding on all 
decision makers, including the updating of medical listings and vocational stand- 
ards: development and implementation of a quality assurance system to unify the 
application of policy throughout the disability determination system: improvement 
in the quality of medical evidence that is used in determining disability claims: and 
development and implementation of a computer system that will provide adequate 
support to all elements of the disability claims process. SSA has begun work on all 
of these recommendations, but progress has been too slow. 

We also recommend that the agency pay close attention to service in its field of- 
fices, where there are serious problems of crowded waiting rooms and long waiting 
times. We believe that in the short term the agency should try to alleviate these 
service dislocations by shifting either employees or workloads wherever possible. 
But we believe that hiring and training additional field office staff will also be nec- 
essary. 

We will continue to monitor SSA's progress in addressing these issues and will 
work with the agency to resolve them. 

10. Social Security has an aging workforce and will soon face a wave of 
retirements. Do you think SSA is taking appropriate actions to prepare for 
the retirement of its own employees? 

SSA has been studying its retirement wave and is planning a program of allowing 
employees to opt for early retirement with the expectation that this will enable it 
to hire and train younger and more technology-oriented employees to replace them, 
thereby smoothing out the transition. Going beyond this, the agency needs to take 
a realistic look at its future staffing needs. It is our understanding that as the agen- 
cy looks toward the future, it is doing so under the constraining assumption that 
staffing for the agency is fixed and will not increase. 

In contrast, the Board believes that the agency needs to develop a comprehensive 
workforce plan as provided for in the 1994 legislation that established SSA as an 
independent agency. This plan should provide a bottom-up analysis of the workload 
needs of the agency. The agency's budget should be based on this plan. The agency 
also urgently needs a new and more accurate work measurement system in order 
to properly assess its workforce needs. SSA's work measurement system has a per- 
vasive influence on how the agency conducts its business. The field employees who 
spoke to the Board about the current system universally described it as inaccurate 
and unfair. 


Our next panel will be the United States General Accounting Of- 
fice. We have Cynthia Fagnoni. I have a way of butchering names, 
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so I hope the witnesses will correct me. She is the director of Edu- 
cation, Work force and Income Security Issues at Health, Edu- 
cation, and Human Services Division, and she is accompanied by 
Joel Willemssen who is a director in Civil Agencies Information 
Systems and the Accounting I nformation Management Division. 

Welcome. We look forward to your testimony, and welcome back 
to this Subcommittee. 

STATEMENT OF CYNTHIA M. FAGNONI, DIRECTOR, EDU- 
CATION, WORKFORCE, AND INCOME SECURITY ISSUES, 

HEALTH, EDUCATION, AND HUMAN SERVICES DIVISION, U.S. 

GENERAL ACCOUNTING OFFICE; ACCOMPANIED BY J OEL C. 

WILLEMSSEN, DIRECTOR, CIVIL AGENCIES INFORMATION 

SYSTEMS, ACCOUNTING AND INFORMATION MANAGEMENT 

DIVISION, U.S GENERAL ACCOUNTING OFFICE 

Ms. Fagnoni. Thank you, Mr. Chairman and Members of the 
Subcommittee. I am pleased to be here today to discuss the Social 
Security Administration's service to the public. 

SSA faces a number of future challenges that can affect its abil- 
ity to provide high quality service to the public. Today, I will dis- 
cuss these challenges and the agency's strategy to meet them. This 
information is based both on our published as well as ongoing 
work. 

As you have heard, the challenges SSA faces are significant, and 
demand for services is expected to grow significantly. Applications 
for the Dl program alone are projected to increase by 46 percent 
by the year 2010. Moreover, the expectations and needs of SSA cus- 
tomers are changing. Some are expecting faster, more convenient 
services or more automated services. Others, such as the high pro- 
portion of disabled beneficiaries with mental impairments, may re- 
quire more time and additional staff skills to serve them success- 
fully. 

SSA's ability to cope with these changes will be further chal- 
lenged because of the number of SSA employees expected to retire. 
Agency retirements are likely to peak at the same time the agency 
experiences the large increases in workload. To meet these chal- 
lenges, SSA will need to marshal two of its key resources, its tech- 
nology and its work force. 

We recommended as long ago as 1993 that SSA prepare a service 
delivery plan to guide its investment in these two key areas. This 
plan would provide a detailed road map of who in the future will 
be providing what service, where and how, and SSA is beginning 
to take some steps in this direction. Recently, the agency began to 
work on what it calls a service vision for the year 2010. As we un- 
derstand it, though, this vision will provide a high level summary 
of future service options rather than the detailed road map needed 
to make information technology and work force decisions. 

In the meantime, SSA is proceeding with specific information 
technology and work force initiatives to deal with its future chal- 
lenges. To prepare for the expected workload increases, SSA plans 
to rely in large part on efficiencies gained through using informa- 
tion technology. However, to date, SSA has had mixed success and 
has not yet been able to show specific benefits from some of its 
most significant investments. For example, since 1996, SSA has in- 
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stalled more than 75,000 new workstations and related equipment 
as part of its intelligent workstation local area network. The initia- 
tive is to provide the infrastructure to support redesigned, speedier 
work processes and make information more available. 

However, the benefits of this investment are unclear. SSA has 
not yet assessed the initiative's contribution to improved productiv- 
ity and service delivery. Further, SSA spent most of the last decade 
trying to develop a system to automate its entire disability claims 
process. However, after 7 years and more than $71 million, the 
agency discontinued the effort and began testing a new, less ambi- 
tious strat^y. The new strategy currently focuses on automating 
the disability intake process using an electronic folder to speed the 
movement of disability cases from the field office to a disability de- 
termination service. 

To its credit, SSA is applying some of the lessons it learned from 
the prior unsuccessful effort. It is taking a more incremental devel- 
opment approach and is regularly monitoring the status of the 
project at high level meetings. However, the initiative is still in the 
early stages and its cost and benefits have not yet been defined. 

SSA is also pursuing other technologies that could help enhance 
service delivery. It is experimenting with different ways to provide 
service over the Internet using imaging and document scanning to 
reduce time spent moving and tracking paper documents and is 
trying video conferencing of disability hearings to cut processing 
time. 

Turning now to SSA's work force initiatives, the agency has 
taken steps to prepare for retirements in its own work force and 
for changing customer needs and expectations. Many of its initia- 
tives, however, are still in their early stages. J ust this week SSA 
completed a 5-year work force transition plan. While a step in the 
right direction, this plan is long overdue. We recommended such a 
plan in 1993, and as you know, the agency's independence law re- 
quires one. The new plan spells out a number of actions the agency 
will take to prepare the work force for the future; however, much 
work remains. For example, SSA has made progress in identifying 
the skills that its leaders and staff need today, but it still needs 
to identify the skills its future work force will need. SSA has also 
completed a study that helps predict when agency staff are likely 
to retire and is beginning to work on ways to make hiring simpler 
and faster. Because the agency expects to lose large portions of its 
senior executives and other managers, it has also initiated a num- 
ber of leadership development programs to prepare its future lead- 
ers. 

In conclusion, even if SSA is able to successfully carry out all of 
its planned information technology and work force initiatives, it is 
not clear that the agency is adequately prepared for the future. It 
will be important for the agency to clarify its gains from informa- 
tion technology and complete a service delivery plan to guide its in- 
vestments and better position itself to cope with future challenges. 
Without a detailed service delivery plan, SSA runs the risk that it 
will not have the right people with the right skills and in the right 
jobs and locations to face its future challenges. 

This concludes my oral statement. We would be happy to answer 
any questions you or the members may have. 
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[The prepared statement follows:] 

statement of Cynthia M. Fagnoni, Director, Education, Workforce, and In- 
come Security Issues, Health, Education, and Human Services Division, 

U.S. Generai Accounting Office 

Messrs. Chairmen and Members of the Subcommittees: 

We are pieased to be here today to discuss the Sociai Security Administration's 
(SSA) efforts to prepare to meet its future service deiivery chaiienges. As you know, 
SSA is one of oniy a few federai government agencies with which most American 
famiiies wiii have reguiar contact. In fiscai year 1999, SSA provided benefits of over 
$400 biiiion to more than 48 miiiion individuais through its retirement and disabii- 
ity programs, and the agency maintained records on the earnings of the vast major- 
ity of U.S. workers. Because of SSA's broad reach, the quaiity of its customer service 
can affect the pubiic's view of government overaii, and SSA has committed itseif to 
providing worid-ciass service to theAmeri can pubiic. 

Whiie SSA has generai iy been viewed as one of the better-run federai agencies 
and has been recognized for its service to the pubiic, the agency faces a number of 
chaiienges that couid adversely affect its abiiity to provide worid-ciass service in the 
future. Today, we are here to discuss (1) the extent and seriousness of these chai- 
ienges, (2) SSA's strategy to meet them, and, more specificaiiy, (3) the status of the 
agency's efforts to use information technology to cope with the chaiienges, (4) the 
agency's efforts to prepare its workforce for the future, and (5) the impiications of 
SSA's pians and efforts for its readiness to meet future chaiienges. The information 
we are providing is based on both pubiished and ongoing work (see the iist of reiat- 
ed GAO products at the end of this statement). 

In summary, we found that SSA will be challenged to maintain a high level of 
service to the public in the next decade and beyond. Demand for services is expected 
to grow significantly, with applications for one of SSA's already-burdened disability 
programs projected to increase by 54 percent by 2010. Moreover, the expectations 
and needs of SSA's customers are changing. Some are expecting faster, more con- 
venient service, while others, such as non-English speakers and the large population 
of beneficiaries with mental impairments, may require additional assistance from 
staff with more diverse skills. At the same time, SSA's ability to cope with these 
changes will be challenged, since the number of SSA employees retiring is expected 
to peak at the same time that large increases will occur in applications for benefits, 
according to SSA's Actuary's estimates. 

While we have recommended since 1993 that SSA prepare a service delivery plan, 
SSA is only now beginning to develop a broad vision for customer service for 2010. 
This broad vision, as well as a more detailed plan spelling out who in the future 
will be providing what service and where, is needed to help the agency focus its ef- 
forts to meet its future challenges. In the meantime, to cope with pending workload 
increases, the agency is relying in large part on technology to achieve increased effi- 
ciencies. However, SSA has had mixed success in implementing information tech- 
nology initiatives, and the benefits from its technology investments have largely 
been unclear. On the other hand, SSA's efforts to prepare for the increasing number 
of retirements from its own workforce and changing customer needs and expecta- 
tions have shown more promise, although many initiatives are still in their early 
stages and much work remains. SSA will need to fully assess the skills its workforce 
will need to serve its future customers, particularly its growing population of dis- 
abled beneficiaries and the high proportion of those with mental impairments. SSA 
will also need to ensure continuity in leadership through ongoing succession plan- 
ning efforts. Finally, without a vision for future service followed by a more detailed 
service delivery plan, SSA cannot be sure that its investments in technology and 
human capital— that is, its workforce— are consistent with and fully support its fu- 
ture approach to service delivery. It will be important for the agency to complete 
this plan to guide its investments and better position itself to cope with its future 
challenges. 

Background 

SSA administers three major federal programs. The Old Age and Survivors Insur- 
ance (OASI) and Disability Insurance (Dl) programs, together commonly known as 
Social Security, provide benefits to retired and disabled workers and their depend- 
ents and survivors. In fiscal year 1999, SSA provided OASI retirement benefits to- 
taling more than $332 billion to 38 million individuals and Dl benefits of more than 
$50 billion to 6.5 million individuals. The third program. Supplemental Security In- 
come (SSI), provides income for aged, blind, or disabled individuals with limited in- 
come and resources. In fiscal year 1999, 6.6 million individuals received more than 
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$28 billion in SSI benefits.^ SSA needs to keep up with changes in the cir- 
cumstances of those currently receiving benefits— from address changes to changes 
in health or work status. In addition, SSA maintains records of the yearly earnings 
of over 140 million U.S. workers and provides them with annual estimates of their 
future benefits. 

To meet its customer service responsibilities, SSA operates a vast network of of- 
fices distributed throughout the country. These offices include 1,343 field offices, 
which, among other things, handle application in-take; 132 Offices of Hearings and 
Appeals (OHA): and 36 teleservice centers responsible for SSA's national 800 num- 
ber operations.^ The agency's policy is to provide customers with a choice in how 
they conduct business with SSA. Options include visiting or calling a field office, 
calling the 800 number, or contacting SSA through the mail. To conduct its work, 
SSA employed 63,000 staff in 1999: 13,000 at its headquarters offices and 50,000 
in the field offices and at other facilities. In addition, to make initial and ongoing 
disability determinations, SSA contracts with 54 state disability determination serv- 
ice (DDS) agencies.^ While federally funded and guided by SSA in their decision- 
making, these agencies hire their own staff and retain a degree of independence in 
how they manage their offices and conduct disability determinations."^ 

SSA relies extensively on computer technology to support its large volumes of pro- 
grammatic and administrative work. Since the 1980s, SSA has taken numerous 
steps to modernize its computer systems in an effort to better serve its increasing 
beneficiary population and improve its productivity. A key aspect of the moderniza- 
tion effort has been the agency's transition from a centralized mainframe-based 
computer processing environment to a more highly distributed processing environ- 
ment. SSA has also taken other steps to improve its service delivery capability, such 
as enhancing its electronic payment services and implementing direct access cus- 
tomer service on the Internet. 

SSA Faces Significant Customer Service Challenges Over the Next 10 Years 

Over at least the next 10 years, SSA will face a number of changing conditions 
that could tax its effort to provide world-class service. Demand for services will grow 
as the baby boom population ages. This growth will place additional strain on the 
disability claims process, which is already troubled. In addition, the agency will 
have to adapt to changing customer service expectations. For example, some cus- 
tomers may expect faster, more convenient service through the use of technology. 
As the agency is trying to cope with these changes, increasing numbers of its own 
experienced staff will be retiring. 

Customer Demand for Services Is Likely to Grow and Change 

SSA expects customer demand for its services to grow and change significantly 
over the next 10 years. The aging U.S. population means many more people will be 
applying for disability and retirement benefits with SSA, and determining initial eli- 
gibility— and in the case of Dl and SSI, continuing eligibility— are costly and time- 
consuming activities. Figure 1 shows the estimated growth in the number of people 
applying for benefits. By 2010, applications for OASI, Dl, and SSI benefits are pre- 
dicted to have increased by 20, 54, and more than 10 percent, respectively, over 
1999 levels. Moreover, applications are expected to continue to grow even more dra- 
matically for a number of years after 2010 as the baby boom generation reaches re- 
tirement age. More applications imply growth in other work areas for SSA as well, 
such as updating and maintaining records for those awarded benefits. 


iSome Dl benefit recipients have incomes iow enough to quaiify them for SSI as well and 
receive benefits from both programs. 

mother SSA facilities include 10 regional offices, 7 processing centers, and 1 data operations 
center. 

^These agencies exist in each state, the District of Columbia, Guam, Puerto Rico, and the Vir- 
gin Islands. 

‘‘The state DDS sites employ a total of more than 14,000 staff. 
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Figure 1: Predicted Increases in OASI. PI. and SSI Applications 



Number of Claims 

8000 f— 


7500 


Total Applications Predicted 


7000 


6000 


5500 


5000 


4500 


4000 


3500 


Fiscal Year 

Note: SSA's Office of the Chief Actuary does not have estimates of applications 
for OASI and Dl beyond 2010. Also, these estimates reflect some double-counting 
of those individuals who apply for both Dl and SSI— a group that is expected to 
grow from about 480,000 in fiscal year 1999 to 640,000 in fiscal year 2010. 

Source: Data provided by SSA's Office of the Chief Actuary. 

Increased customer demand for services has serious implications for SSA's work- 
force. For example, if SSA did not change the number of staff currently handling 
initial applications for benefits, worker productivity would need to increase by 27 
percent— whether through technology enhancements, process improvements, or 
other changes— to manage increases in applications predicted by SSA's Office of the 
Chief Actuary.^ Table 1 shows the increased level of productivity that would be 
needed to manage predicted levels of applications in 2010. 

Table 1:- Productivity Needed to Manage Estimated 2010 Workloads 


Fiscal year 

initial applications 
Processed 

Work-years required 

Initial applications 
processed per work- 
year 

1999 (actual) 

2010 (predicted) 

6 , 177,723 

7 , 855,800 

16,714 

16,714 

370 

470 

Note: SSA’s accountability report used slightly different data In calculating fiscal year 1999 applications than did SSA's Office of the Chief 


Actuary; the difference amounted to about 66,000 cases. 

Source: Fiscal year 1999 data are from SSA's Accountaixlity R^x)rt for Fiscal Year 1999. Fiscal year 2010 data were 
calculated from Office of the Chief Actuary data. 


Increases in disability applications are particularly worrisome for SSA because of 
its complex process for determining whether an applicant is disabled. The process 
spans a number of offices and can take a long time. First, an applicant contacts a 
field office to file a claim for benefits. This information is forwarded to one of the 
state DDS offices to determine whether the individual is disabled. To make this de- 
termination, DDS staff must often collect a number of documents, including medical 
records and other evidence. The decision itself requires difficult judgments. If the 
applicant is dissatisfied with the original decision, the process provides for several 


^The estimated increase in productivity might be conservative, since SSA predicts a siightiy 
higher proportion of Dl applications, which are more complex and resource-intensive than retire- 
ment applications. 
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opportunities for appeal: a reconsideration of the decision at the DDS, a hearing be- 
fore an administrative law judge at an OHA, and a review by SSA's Appeals Coun- 
cil. Finally, after exhausting all these remedies, the applicant may file a claim in 
federal court. 

Even as SSA expects increases in the number of disability applications, the agen- 
cy is experiencing difficulty managing its current workload effectively. In 1999, over 
500,000 people initially denied disability benefits appealed the decision, and it took 
an average of 316 days to reach a final decision for these cases. Reducing the 
lengthy period that the disability claims process takes at both the initial and hear- 
ings levels has become one of SSA's priorities for improving customer service. SSA 
has been attempting for a number of years to streamline, or redesign, the disability 
claims process and has counted on these efforts to help absorb some workload 
growth. Flowever, as we testified before you in October 1999, SSA's past progress 
has been slow and disappointing.^ The agency is now conducting a test of some pro- 
posed changes and has also begun a new initiative to speed decisions at the hear- 
ings level. It will be challenging, but necessary, for the agency to achieve significant 
improvements in processing times in order to handle the impending workload in- 
creases. Otherwise, the predicted growth in applications could further erode cus- 
tomer service in this area. 

I n addition to the expected increase in customer demand for SSA services, the de- 
mands that customers place on SSA are changing, presenting SSA with a dual chal- 
lenge. Changing customer expectations are pushing the need for faster, more con- 
venient service from SSA, such as by phone or computer. For example, the volume 
of calls handled by SSA's national 800 number's automated menu grew by over 1.6 
million (13 percent) between 1997 and 1999. More dramatically, during a recent 6- 
month period, requests for individual estimates of future Social Security benefits via 
the Internet increased by 45 percent. At the same time, some aspects of SSA's cus- 
tomer service workload have become more time-consuming and labor-intensive. For 
example, SSA is hiring more staff with bilingual skills and spending more time serv- 
ing an increasing number of non-English or limited-English speaking customers. In 
addition, since 1986, the proportion of disabled beneficiaries with mental impair- 
ments has increased— by 18 percent for SSI and by over 30 percent for Dl— and 
these beneficiaries can be challenging and even more time-consuming to serve suc- 
cessfully. Moreover, SSA's efforts to help disabled beneficiaries join or rejoin the 
workforce could require some additional time and new skills.^ 

Retirements of SSA Staff Will Affect Agency's Abi I ity to Meet Challenges 

SSA's ability to meet growing and changing customer demands will be strained 
by increasing retirements expected within its own workforce over the next decade. 
SSA's retirement wave is predicted to begin in 2001 and peak in 2009. As shown 
in table 2, more than half of SSA's 63,000 employees will be eligible to retire by 
2009.S The percentage is higher for employees that compose SSA's supervisor or 
manager ranks. In particular, 83 to 86 percent of SSA's upper-level managers and 
executives (GS-14, GS-15, and SES level) will be eligible to retire by 2010. 

Table 2:- SSA Employees Eligible to Retire Between 1999 and 2009 


Grade level 

Number of em- 
ployees 

Number of em- 
ployees digible 
to retire 

Percentage eligi- 
ble to retire 

GS-ltoll 

47,983 

23,848 

50 

GS-12 

8,617 

5,518 

64 

GS-13 

4,395 

3,245 

74 

GS-14 

1,568 

1,298 

83 

GS-15 

479 

414 

86 

SES 

117 

98 

84 

Total 

63,159 

34,421 

54 


Source: SSA. Office of Human Resources. 


^Social Security Disability: SSA Has Had Mixed Success in E fforts to improve Caseload Man- 
agement (GAO/T-H EH S- 00- 22, Oct. 21, 1999). 

^The Ticket to Work and Work Incentives Improvement Act of 1999 directs SSA's Commis- 
sioner to provide disability beneficiaries with a ticket, or voucher, they may use to obtain voca- 
tional rehabilitation services, employment services, and other support services from an employ- 
ment network of their choice. 

®SSA officials predict an average of 18 percent to retire each year. 
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Retirement eligibility figures, while useful, do not show the actual challenge an 
agency will face in replacing its staff. To get a better idea of the challenges it will 
face, SSA has developed estimates of how many staff it will lose each year to retire- 
ment and other factors. Figure 2 shows SSA's predicted workforce losses over the 
next 20 years. As the figure shows, peak losses occur in fiscal years 2009 and 2010. 
This peak generally coincides with the time period for which SSA’s Office of the 
Chief Actuary predicts large increases in applications for benefits. In addition, the 
largest number of retirements will most likely occur in job positions that provide 
direct service to the public: for example, over 7,500 of the agency's approximately 
16,500 claims representatives— these who accept and process claims for benefits— 
are expected to retire by 2010. Retirements can especially affect SSA's small offices 
around the country, where the loss of just a few experienced staff or managers can 
seriously undermine customer service and effective operations.^ 

Figure 2: Expected Workforce Losses Between Fiscal Years 1999 and 2020 


Number of Employees 



Fiscal Year 

Source: SSA, Office of Fluman Resources. 

Service Delivery Plan is Needed to Focus Efforts to Address Future Chal- 
lenges 

To meet the challenges we just outlined, SSA will need to marshal its key re- 
sources: its technology and its workforce. To help ensure that these vital resources 
are put to the best use, SSA needs to complete a service delivery plan, which we 
have recommended as long ago as in 1993. Such a plan should spell out for the 
future who will be providing what type of services and where these services will be 
made available. It should take into account changing customer needs and expecta- 
tions: the views of interest groups and oversight bodies: and other future challenges, 
such as growing workloads. We have also criticized SSA in the past for developing 
plans out of sequence, that is, for developing an information technology plan without 
having first developed a service delivery plan. Ideally, the agency should base its 


sQf SSA's approximately 1,300 field offices, about 200 have only 1 to 10 employees, and more 
than half of all the field offices have 20 or fewer staff, according to the Social Security Advisory 
Board. 

Social Security: Sustained Effort Needed to I mprove M anagement and Prepare for the Future 
(GAO/H RD-94-22, Oct. 27, 1993). Also, see SSA's Management Chaiienges: Strong Leadership 
Needed to Turn Plans Into Timdy Meaningful Action (GAO/T-HEHS- 98-113, Mar. 12, 1998) 
and Social Security Administraticn: Effective Leadership Nmded to Meet Daunting Challenges 
(GAO/H EHS- 96- 196, Sept. 12, 1996). 
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decisions on and investments in both information technology and its workforce on 
a detaiied service deiivery pian. We view SSA's workforce, or its human capitai, as 
an asset whose vaiue can be enhanced through investment, such as training and 
staff deveiopment. As the vaiue of its peopie increases, so does the performance ca- 
pacity of the organization. However, to heip ensure their effectiveness, SSA's human 
capitai strategies and practices shouid be aiigned with the agent's vision for the 
future, inciuding its pians for serving its customers and its strategic goais and objec- 
tives. 

SSA has begun taking some iong overdue steps to better pian for its future service 
deiivery: however, much work remains. In 1998, SSA established its Market Meas- 
urement Program to improve and consoiidate its approach to assessing customer ex- 
pectations. When this program is fuiiy deveioped, SSA wiii monitor and measure the 
needs, expectations, priorities, and satisfaction of customer groups, major stakehold- 
ers, and its workforce. However, coiiecting compiete data on the needs, expectations, 
and satisfaction of these various groups is a muitiyear project, and as of J anuary 
2000, SSA was about midway through its initiai wave of data coliection, anaiysis, 
and reporting. SSA has a separate initiative under way to assess future customer 
needs and expectations. 

In addition, the agency has recentiy begun to deveiop a service vision for 2010. 
This vision, according to SSA officiais, wiii be based on future customer and stake- 
hoider needs and expectations and wiii provide a high-ievei summary of the prin- 
cipies on which SSA pians to base its service provision and the various deiivery op- 
tions avaiiabie. The agency pians to incorporate this vision into its strategic pian, 
which wiii be updated this year. However, to be usefui for making information tech- 
noiogy and human capitai decisions, this vision shouid be foiiowed by a more de- 
taiied service deiivery pian. According to SSA officiais, the agency does not have 
pians to go beyond this vision statement to issue a more detaiied pian at this time. 
Without a wei i -devel oped pian, SSA cannot be assured that its investments in 
human capitai and technoiogy, as weli as any reiated decisions regarding the use 
of its many fieid offices and other fadiities, wiii fuiiy support its vision of service 
deiivery. Nor can the agency be comfortabie that it has taken the necessary steps 
to meet its future chaiienges. 

SSA's abiiity to deveiop a detaiied service deiivery pian is hampered by weak- 
nesses in the agency's compiex systems for measuring workioads, productivity, and 
quaiity. These weaknesses make it difficuit both to monitor current customer service 
performance and to use the data to develop and support planned changes. For exam- 
ple, SSA has the capability to monitor and measure oniy service provided at the na- 
tionai and regionai ievel, not by its various offices iocated around the country.^! As 
a resuit, iine managers and pianners do not know the efficiency or quaiity of service 
provided by individuai offices, or even the ievei of service provided by phone as op- 
posed to face-to-face, and therefore cannot pian for improvements accordingiy. SSA 
recognizes that its workioad and quaiity data have iimitations. The agency is in the 
eariy stages of piioting aiternative workioad measurement systems and aiso just re- 
centiy iet a contract to review its quaiity assurance systems. 

In the absence of a service delivery pian, SSA has a number of information tech- 
noiogy and workforce initiatives under way to try to prepare for its future chai- 
ienges. The foiiowing sections provide specific information on agency progress on 
these initiatives. 

SSA IS Pursuing Various Information Technology Initiatives, but Impact on 
Service Delivery Cannot yet be Determined 

To cope with its growing workioads, SSA pians to reiy extensiveiy on information 
technoiogy to help it achieve processing efficiencies and improved customer service. 
To this end, the agency has devoted considerabie time and effort to identifying strat- 
egies to meet its goai of providing worid-ciass service. SSA has pursued a number 
of initiatives over the past decade aimed at estabiishing the technoiogicai infrastruc- 
ture needed to enhance its dai ms-processing capabiiities and the overaii administra- 
tion of its programs. As we testified iast summer, however, SSA has experienced 
mixed success in carrying out its information technoiogy initiatives and it has not 
yet been abieto demonstrate specific benefits resuiting from some of its most signifi- 
cant investments. Because many of SSA's information technoiogy initiatives are stiii 


i^SSA uses sampling to assess the level and quality of service provided. Due to budgetary 
restrictions, SSA does not collect sufficient data to assess service below the national or regional 
I evel . 

^^Social Security Administration: Updateon Year 2000 and Other Key I nformation Technology 
Initiatives (GAO/T-AI M D-99-259, J uly 29, 1999). 
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in various stages of deveiopment, evidence of how they wiii improve the agency's 
processing capabiiities and service to the pubiic remains to be seen. 

According to a 1999 independent audit of SSA's systems environment, the agency 
must aiso contend with the chaiienge of further strengthening controis over the in- 
formation contained in its computers.!^ The vuinerabiiities identified couid iead to 
unauthorized access to, and modification or disciosure of sensitive SSA information. 
In turn, this couid resuit in the ioss of data and resources, and compromised privacy 
of information associated with SSA's key business processes. 

SSA 's Computer Modernization Benefits Are Not Yet Known 

One of SSA's most significant initiatives is its computer modernization effort 
known as the Inteliigent Workstation/Locai Area Network (IWS/LAN). SSA consid- 
ers this initiative to be the iinchpin for both its customer service program and its 
entire business approach. It is expected to provide the automation infrastructure to 
support redesigned work processes and improved avaiiabiiity and timeiiness of infor- 
mation throughout SSA and state DDSs.^'^ SSA began acquiring the IWS/LAN 
equipment in December 1996. As of J anuary 30, 2000, the agency reported that it 
had instaiied more than 75,600 inteliigent workstations and about 1,900 iocai area 
networks in most of the approximateiy 2,000 SSA and state DDS sites inciuded in 
the initiative. 

Despite its progress, however, the benefits of SSA's investment in IWS/LAN re- 
main uncertain because the agency has not yet assessed the initiative's actuai con- 
tribution to improving productivity and service deiivery. Whiie SSA shouid be abie 
to daim some work improvements from various desktop management toois that are 
integrai to IWS/LAN, such as on-line guides and directories, standardized notices, 
and electronic mail, it has not completed the evaluations needed to fully assess the 
efficiencies achieved through implementing IWS/LAN and its impact on providing 
higher quality and more effective service. 

During our testimony before the Social Security Subcommittee last J uly,^^ we ex- 
pressed concern that SSA lacked target goals and a defined process for measuring 
IWS/LAN performance— two ingredients essential for determining whether this in- 
vestment will yield expected improvements in service to the public. We noted, in 
particular, that SSA had not conducted postimplementation evaluations to deter- 
mine actual project costs, benefits, risks, and returns, as required by the Clinger- 
Cohen Act of 1996 and Office of Management and Budget guidelines. During a 
meeting held in December 1999 to address our concerns, SSA's chief information of- 
ficer acknowledged the need to measure IWS/LAN 's performance, stating that the 
agency had begun formulating plans and studies to evaluate the investment in and 
actual benefits resulting from the initiative. On February 8, SSA told us that it is 
now conducting studies to assess the benefits of IWS/LAN. 

SSA Has initiated a New Technoiogy Strategy to Support its Disabiiity Claims Proc- 
ess 

As part of its efforts to reengineer the disability claims process, SSA intended to 
achieve many of its benefits from programmatic software that was to operate on 
IWS/LAN. To accomplish this, SSA spent most of the last decade designing and de- 
veloping the Reengineered Disability System to serve as part of the enabling plat- 
form for its modernized disability claims process. Specifically, this system was to 
automate SSA's disability claims process— from the initial clai ms-taking in the field 
office to the gathering and evaluation of medical evidence in the state DDSs, to pay- 
ment execution in the field office or processing center, and include the handling of 
appeals in hearing offices. Flowever, after approximately 7 years and more than $71 
million reportedly spent on the initiative, SSA discontinued the effort due to soft- 
ware development and performance problems. 

SSA is now pursuing a new technology strategy to address the needs of its disabil- 
ity claims process. This new strategy is expected to incorporate several key compo- 
nents, including: (1) an electronic disability intake process, (2) enhanced state DDS 
claims processing systems, and (3) a technology approach to support new business 
processes within OFIA. The components are to be linked to one another through the 
use of an electronic folder that is being designed to transmit data from one process- 
ing location to another, and to serve as a data repository, storing documents that 


^^Sodal Security Accountability RqDort for Fiscai Year 1999. 

I'^Under the IWS/LAN initiative, SSA pianned to repiace approximateiy 40,000 "dumb" termi- 
nais and other computer equipment us^ at SSA and state DDS sites with an infrastructure 
consisting of networks of inteliigent workstations connected to each other and to SSA's main- 
frame computers. 

i5GA0/r-AI M D-99-259, J uly 29, 1999. 
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are keyed in, scanned, or faxed. SSA began testing the eiectronic disabiiity intake 
component and electronic folder in J uly 1999, with the overall objective of automat- 
ing the disability interview process in the field office, storing data collected through 
the interview in an electronic disability folder, then passing key data elements to 
a DDS system.!® SSA believes that automating the field offices' disability intake 
process will expedite the movement of the disability case to the DDS, and will pro- 
vide for earlier adjudication and claimant notification. 

To date, SSA has tested the electronic folder concept on two versions of the elec- 
tronic disability software. Based on the test results, it now plans to test the software 
and electronic disability folder in a limited production environment in May 2000 at 
its Delaware field offices and the Delaware state DDS. However, according to SSA's 
preliminary plans for the effort, the agency does not expect to be able to identify 
anticipated benefits or return on investment from the electronic disability intake 
component until fiscal year 2001, after the project has undergone additional testing 
at other sites. 

One of the keys to SSA’s success in developing the electronic disability intake 
process is avoiding the kinds of development and performance problems that caused 
the Reengineered Disability System to be discontinued. As part of its evaluation of 
that development effort, SSA identified a number of lessons learned that it is now 
applying in its development of the electronic disability intake component. For exam- 
ple, SSA is taking an incremental approach to developing the electronic disability 
software application, and is using proofs-of-concept to evaluate design options before 
pursuing full development. SSA also is managing the development by (1) requiring 
a contract between software developers, customers, and end users to ensure that all 
parties agree to the scope of the project; (2) performing risk assessments and devel- 
oping risk mitigation and project management plans; and (3) regularly monitoring 
the status of the project during weekly management meetings chaired by the Dep- 
uty Commissioner for Systems. 

Beyond the electronic disability intake process, SSA has agreed to have several 
state DDSs participate in pilot projects to determine the technology required to sup- 
port a fully electronic (that is, totally paperless) disability process, and help assess 
costs and benefits of the electronic folder. For example, the California DDS has been 
selected to explore whether a public key infrastructure!^ can be used to test digital 
signatures and encryption for medical consultative examination reports. One chal- 
lenge associated with this is that, by regulation, some medical evidence used to 
make disability determinations must contain an original signature. In New York, 
the DDS has been approved to test the management and operational feasibility of 
an electronic disability folder as it moves through all stages of SSA's processes. Fur- 
ther, a pilot being undertaken by the Wisconsin DDS will use the electronic folder 
concept to measure the impact of an electronic claim on the DDS' internal oper- 
ations. The results of this pilot are expected to provide SSA with information needed 
to interface a fully paperless DDS case processing system with an electronic folder, 
and allow the agency to study the ergonomic effects of paperless processing upon 
DDS case adjudicators. 

Various Initiatives Are Being I mplemented to Support OHA, but Long-Term Efforts 
Have Not Been Dd'ined 

SSA also considers information technology crucial for improving the capabilities 
of OHA. Therefore, in August 1999, the Commissioner of Social Security launched 
a hearings process improvement initiative to create a more customer-focused and ef- 
ficient hearings process. The initiative, combined with related activities such as the 
expanded use of videoconferencing, aims to further reduce processing times and 
yield higher quality decisions without additional resource expenditures. OHA imple- 
mented the first phase of this initiative in J anuary.!® 

While the hearings process improvement plan relies mostly on innovative manage- 
ment and reengineered processes to achieve dramatic improvements in the process, 
it also emphasizes the use of various technologies and automation to help support 
the workload management needs of the hearing offices. For example, SSA is explor- 
ing the use of videoconferencing as a means to potentially reduce OHA's hearings 
processing times, travel time and travel -related expenses, and to increase time 


!®Of the 54 state DDSs, 46 currently use one of three standard systems to process disability 
claims. SSA is currently working with 6 DDSs to procure standard systems and the remaining 
2 DDSs use their own systems. 

public key infrastructure is a system that uses a matching pair of encryption and 
decryption keys, along with digital certificates, to achieve secure I nternet services. 

!®Under phase I, 37 hearing offices were selected to apply the new hearings processes in con- 
junction with 10 states that will prototype modifications to the disability process. 
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available for in-office case-related work. Currently, in order to provide customers 
with face-to-face hearings and to correct imbalances in workloads among various 
hearing offices, administrative law judges can spend a large percentage of time (for 
example, about 2 weeks out of every month) traveling to remote sites. However, the 
use of videoconferencing equipment to conduct hearings has the potential to reduce 
travel and processing times, while increasing productivity. 

In February 1996, OHA began piloting the use of videoconferencing equipment at 
two sites— West Des Moines, Iowa, and Huntington, West Virginia. SSA estimates 
that, to date, a total of about 3,000 hearings have been held via videoconferencing 
at the two pilot sites. According to SSA, an evaluation of the initial pilot results 
cited a reduction in processing time of 38 days in one of the pilot offices. OHA has 
been granted permission to expand the use of videoconferencing to nine additional 
sites. Once the equipment has been installed at these sites and the users become 
comfortable with the technology, OHA plans to collect data to quantify the benefits 
of expanding the use of videoconferencing at additional sites. 

SSA is also evaluating whether speech recognition software can be used by OHA’s 
administrative law judges and other staff involved in writing decisions to dictate 
their casework directly into a computer. SSA initiated this effort in December 1999 
and is currently testing the dictation performance of speech recognition software on 
computers of various processing speeds. This technology is still being evaluated; 
therefore, the agency has not determined the costs and benefits associated with the 
initiative, or whether it will actually be implemented. 

In collaboration with the Office of the Deputy Commissioner for Systems, OHA 
has also identified four automation efforts to support the goals of the hearing proc- 
ess improvement initiative. These projects, as shown in table 3, primarily involve 
the use of automated tools to aid in scheduling hearings and to monitor and track 
case progress throughout the hearing process. 

Table 3:- OHA Automation Initiatives to Support HPI Goals 


Initiative 


Hearings Process Improve- 
ment (HPI) software modi- 
fications. 


Consoiidated Hearing Office 
Tracking System. 


Objective 


To make software modifica- 
tions to the Hearing Of- 
fice Tracking System that 
wiii support HPi. 


To repiace the existing Hear- 
ing Office Tracking Sys- 
tem with a new appiica- 
tion compatibie with iWS/ 
LAN and to consoiidate 
the over 140 separate 
databases into a singie 
database. 


Anticipated effect on workload 


Allow users to track incom- 
ing HPI work, work as- 
signed to processing 
groups, and the date a 
case is certified and gen- 
erate two new case track- 
ing reports. 

Enable OHA to provide timely 
reporting nationwide and 
locally and reduce the 
duplicate data entry cur- 
rently required to track 
cases during the various 
levels of OHA appeals. 


Status 


Modifications completed in 
january 2000; system 
currently being used by 
the 37 hearing offices 
participating in phase I. 


System currently being de- 
signed and a prototype 
scheduled to be imple- 
mented at OHA's head- 
quarters in Falls Church, 
Va., by September 2000. 


Hearing Office Scheduling 
System. 


Document Generation System 


To provide automation sup- 
port in the scheduling of 
hearings that will record 
and share current infor- 
mation on resource avail- 
ability within the hearing 
office and electronically 
notify the administrative 
law judge that a hearing 
has been scheduled. 

To provide users with a sys- 
tem that generates deci- 
sion notices and routine 
correspondence. 


Reduce the manual aspects 
of the hearing scheduling 
process. 


Provide the means for gen- 
erating and subsequently 
editing decisions and 
supporting correspond- 
ence, with an automated 
interface to the Hearing 
Office Tracking System. 


Pilot testing began at OHA 
headquarters in Falls 
Church, Va., during janu- 
ary 2000 and will be de- 
ployed at hearing offices 
in johnstown. Pa., in Feb- 
ruary 2000 and Morgan- 
town, W.V., in March 
2000. 

System implemented in No- 
vember 1999. 


Source: SSA. 
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It is too early to know whether these four automation projects will successfully 
support the goals of the hearings process improvement initiative. To date, only two 
of the four have been developed and integrated into the phase I process modification 
now under way, and the ability of these systems to adequately support the modified 

hearing processes has not yet been determined. Further, according to the acting 
director of OFIA's Office of Management, these efforts do not represent all of the in- 
formation technology that will be required to help OFIA increase its productivity and 
provide better service to its customers. SSA is currently in the process of preparing 
a statement of work for the development of an information technology strategy to 
support OFIA's business processes. Until this strategy is defined, SSA will not be 
in a position to identify all of the technologies that will be required to meet OFIA's 
needs. SSA expects to finalize OFIA's information technology strategy by late 2000. 

SSA Is Exploring Other Technologies to Enhance Service D^i very 

As noted, SSA's beneficiaries of the future are likely to demand services that re- 
quire new and different technological options to meet their needs. As a result, SSA's 
success in providing world-class service will depend on how effectively it can apply 
such technologies to enhance its processing capabilities. Moreover, recently enacted 
legislation and other initiatives have reenforced the urgency for agencies such as 
SSA to pursue new and innovative technologies to carry out their work. For exam- 
ple, the Government Paperwork Elimination Act states that federal agencies should 
consider electronic alternatives to paper submissions, and the President's December 
1999 electronic government initiative directs the heads of various federal agencies 
to make a broad range of benefits and services available through private and secure 
electronic use of the Internet. In addition, the National Partnership for Reinventing 
Government is urging federal agencies to offer more online transactions through its 
Access America initiatives. 

To its credit, SSA has long recognized the potential value in exploring alternative 
technologies to enhance its service delivery. Since at least 1997, SSA has included 
an electronic service delivery strategy in its planning documents to support the 
agency's strategic direction in dealing with self-service communication technology 
and access delivery alternatives. Moreover, it has explored a number of technology 
options, ranging from Internet/electronic commerce applications to document imag- 
ing and scanning. SSA is currently in various stages of designing, developing, and 
implementing these technologies. In doing so, however, it faces the continual chal- 
lenge of ensuring that the technologies are implemented in a manner that is cost- 
effective and that does not compromise the security and privacy of beneficiaries' per- 
sonal information. In addition, a technological challenge that SSA must address be- 
fore some of its interactive Internet or electronic commerce initiatives are imple- 
mented is upgrading its network infrastructure, including IWS/LAN, to provide the 
capabilities to support the new applications. 

Internet service is a major project under SSA's electronic service delivery initia- 
tive. SSA is pursuing the use of Internet applications to increase the number of elec- 
tronic transactions available to the public and to help absorb workload increases ex- 
pected as aging baby boomers become eligible for benefits. Over the past 3 years, 
SSA has explored various options for deploying Internet applications on its web site 
without violating privacy issues. As a result, it now uses Internet applications to 
assist customers in conducting business with the agency. For example, customers 
can download or access the ten most frequently requested SSA forms, such as an 
application for a Social Security card, and they can use on-line applications to deter- 
mine the location of a Social Security office and to request statements of benefits. 

SSA has now developed an Internet services tactical plan, which includes a frame- 
work for identifying and approving future electronic service delivery efforts. Flow- 
ever, it has not finalized a strategy that identifies and prioritizes the applications 
that will be deployed. Further, because it has not developed a service delivery plan, 
SSA does not yet know what efforts will be required to meet its future service deliv- 
ery needs. Moreover, according to the framework, before SSA launches its future ef- 
forts, it needs to determine (1) what electronic services make sense to its customers, 
(2) how the new line of service delivery will affect the agency's workload, (3) wheth- 
er the agency has the available resources (staff and technol^y) to implement these 
actions, and (4) whether the technology needed to authenticate the electronic cus- 
tomer is available. Furthermore, sound, disciplined processes such as business case 
analyses: cost/benefit analyses; and requirements, technology, and risk assessments 
must drive these decisions. Some of these processes are already being applied to 
various projects under the direction of SSA's Software Process Improvement Pro- 
gram, which is responsible for serving as a focal point to the agency's Office of the 
Deputy Commissioner for Systems. The objective of the Software Process Improve- 
ment Program is to create an environment that encourages continuous improvement 
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in software development activities that will result in the ability to develop high- 
quality software products and to deliver those products to the customer as prom- 
ised. 

In addition to its electronic service delivery initiatives, SSA intends to support its 
future workload demands with projects that rely on technologies such as imaging 
and scanning. One such initiative, which has been ongoing since September 1993, 
is SSA's Paperless Processing Center project to begin to turn SSA into a paperless 
agency and position its resources and processes to meet emerging workloads. Based 
on its initial analysis of the paperless processing concept, SSA estimated that 95 
percent of a clerk's workday and 10 percent of a manager's workday are occupied 
with paper-related activities, such as locating a folder and the associated case mate- 
rial. Accordingly, the project's objective is to implement document imaging and 
paperless technologies to improve SSA's intensive paper folder processing in pro- 
gram service centers and the Office of Central Operations. Paperless processing will 
be used to eliminate SSA's reliance on paper records by building and storing com- 
prehensive electronic client records. The new technology is expected to increase pro- 
ductivity and quality, which in turn should reduce backlogs and improve public 
service. 

SSA has thus far spent about $35 million to implement and maintain the nec- 
essary hardware and software to pilot paperless processing at three program service 
center sites. According to the project manager, about $69 million in total will be 
required to complete the paperless processing effort at all six program service cen- 
ters and the Office of Central Operations by 2001. SSA projects savings attributable 
to the paperless processing initiative of about $161 million, or about 5,600 work 
years, once fully implemented. However, the agency considered this to be a conserv- 
ative estimate, given that additional savings may be realized from being able to re- 
direct program service center staff to other activities such as assisting the telephone 
service staff in responding to 800-number telephone calls. 

SSA'S Efforts to Prepare its Workforce for Future Challenges are in 
Early Stages, and Much Work Remains 

SSA has a number of initiatives under way to help prepare its workforce for the 
remaining two key challenges: the impending retirement of many of its experienced 
staff and the projected changes in customer needs and expectations, such as the in- 
creased reliance on technology as a means of service delivery. Many of these steps 
are consistent with principles of human capital management laid out in our self- 
assessment checklist 21 and common to organizations recognized as leaders in 
human capital management . 22 (App. I outlines the selected principles of human cap- 
ital management that are most relevant to SSA's future challenges.) Many of SSA's 
human capital initiatives, while steps in the right direction, are in the early stages. 
Moreover, without a more detailed future service delivery plan linked to the agen- 
cy's goals and objectives, SSA runs the risk that it will not have the right people, 
with the right skills, in the right jobs and locations to face its future challenges. 

SSA Is Making Progress in Workforce Planning Initiatives, but Some Lack Future 
Focus 

Principles of human capital management suggest that workforce planning be ex- 
plicitly linked to an agency's strategic and program plans and that it meaningfully 
involve the agency's human resource professionals. To address SSA's impending 
staff retirements and to help meet its strategic objective "to create a workforce to 
serve SSA's diverse customers in the 21st century," SSA is developing a 5-year 
workforce transition plan. The draft plan strives to project what SSA expects to hap- 
pen in the future, what the effects will be on SSA's workforce needs, and what ac- 
tions SSA should take to respond to those needs . 22 The plan was developed with 
direct involvement of key human resource professionals throughout the agency. 
While a step in the right direction, such a plan is long overdue. The Social Security 


i^Sodal Security Administration: Software Deveiopment Process Improvements Started But 
Work Remains (GAO/AI M D- 98-39, J an. 28, 1998). 

2°This figure does not inciude additionai costs that may be incurred to repiace hardware ac- 
quired for the initiai piiot sites. 

^^Human Capital: A Self-Assessment Checklist for Agency Leaders (GAO/GGD-99-179, Sept. 
1999). 

^^Human Capital: Key Principles From Nine Private Sector Organizations (GAO/GGD-00-28. 
J an. 31, 2000). 

22SSA's draft workforce transition pian inciudes over 20 action items, with miiestones for each 
to (1) improve the workforce projection and pianning process, (2) recruit new empioyees with 
the necessary competencies, (3) fuiiy develop and utilize employees, and (4) provide a work envi- 
ronment and culture that support employees. 
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Independence and Program Improvements Act of 1994, which made SSA an inde- 
pendent agency, required that the agency's appropriations requests for staffing and 
personnei be based on a comprehensive workforce pian. Even eariier, we reported 
that the absence of a human resource pian contributed to iow moraie and probiems 
in such areas as management deveiopment and training, agencywide succession 
pianning, and empioyee/management communication . 24 Then in our 1993 report, we 
recommended that SSA develop a long-term human resources plan to prepare for 
future workforce changes. 

To link workforce planning to an agency's strategic vision, human capital prin- 
ciples call for identifying current and future human capital needs. Recognizing that 
it will shortly be facing the prospect of increasing retirements, SSA conducted a 
study that predicts staff retirement and attrition by year, from 1999 to 2020, as well 
as by major job position and agency component. In making these predictions, SSA 
went beyond identifying the dates that its employees first become eligible to retire 
by also factoring in 10 years of historical retirement data to make more realistic 
projections. SSA also conducted focus groups with recent retirees and current em- 
ployees eligible for retirement to identify factors that might affect their decisions to 
retire once eligible. SSA expects the focus group and retirement study will help its 
managers in their workforce planning, and the agency intends to update the retire- 
ment data on an ongoing basis. However, aspects of the retirement study might not 
provide sufficient detail to be useful for some line managers. For example, the study 
lumps all supervisors from the GS-7 to SES levels into one supervisory category, 
whereas planners and managers might have a better idea of how to prepare for the 
imminent retirement of upper-level managers if the supervisory data were broken 
out into further detail. SSA officials told us they plan to break out these data in 
their next update. Even with this additional information, the agency will still need 
to develop a concrete plan to clarify what staff, where, and with what skills will be 
needed to replace the retirees. 

To ensure that staff are well-prepared to do their jobs, agencies need to compare 
the competencies— that is, the knowledge, skills, and abilities— employees need, 
both now and in the future, with the knowledge, skills, and abilities they possess. 
As part of its draft workforce transition plan, SSA has already identified core com- 
petencies that its leaders and employees need to possess today, and the agency is 
taking steps to evaluate and update the competency levels of its existing staff.^^ The 
agency has developed automated self-assessment tools that supervisors and non- 
supervisors can use to evaluate whether they need improvement in any of the core 
competencies identified by SSA. When the individual completes the assessment, the 
tool identifies areas where the individual needs additional training and provides a 
list of courses related to that competency area. The self-assessment tool is currently 
being piloted at a number of SSA offices. Through these steps, SSA is making some 
progress in identifying and developing core competencies, but its efforts to date re- 
flect today's workforce needs rather than tomorrow's. SSA recognizes the need to 
identify competencies that reflect its future workforce needs so that it can more ef- 
fectively recruit and train staff to handle more complex customer needs and new 
technology tools. Once these future competencies are identified, SSA will need to de- 
velop new training programs, including ones to help current and new staff adapt 
to new technologies. 

To ensure continuity of leadership, human capital principles call for identifying 
leadership traits that support an agency's mission and goals, and building and sus- 
taining a pool of leaders through recruitment, hiring, development, retention, and 
succession planning. We have long stressed the importance of succession planning 
and formal programs to develop and train managers at all levels at SSA. As early 
as 1993, we recommended that SSA make succession planning a permanent aspect 
of its human resource planning and evaluate the adequacy of its investments in 
management training and development. sSA has recently created three 2-year na- 
tional development programs to help prepare selected staff to assume mid-and top- 


^^Social Security Administration: Stabie Leadership and Better Management Needed to Im- 
prove Effectiveness (GAO/HRD-87-39, Mar. 18, 1987) and Sociai Security: Status and Evaiua- 
tion of Agency M anagement i mprovement i niti atives (GAO/HRD-89-42, J uly 24, 1989). 

25GAO/HRD-94-22, Oct. 27, 1993. 

2®Core competencies identified by SSA are attributes needed by aii its empioyees, inciuding 
quaiities such as organizationai awareness, basic program knowiedge, abiiity to appiy computer 
skiiis on thejob, and customer service orientation. 

27See GAO/HRD-94-22, Oct. 27, 1993; GAO/HEHS-96-196, Sept. 12, 1996; GAO/T-HEHS- 
98-113, Mar. 12, 1998; and Social Security Administration: Significant Challenges Await Na/v 
Commissioner (GAO/HEHS-97-53, Feb. 20, 1997). 
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level leadership pcsltlons at the agency.^s Each of these programs accommodates be- 
tween 35 and 40 staff. Because of the large number of expected management retire- 
ments, SSA hopes to regularly repeat these national programs over the next 10 
years. It will be Important for the agency to do so. I n addition to these formal devel- 
opment programs, SSA Is also taking steps to provide leadership training for all Its 
current supervisors, managers, and executlves.^^ Also, SSA regional and head- 
quarters offices are providing additional leadership development opportunities to 
their staff. 

SSA Recognizes Need to I mprove H i ri ng and Investments in Human Capital 

Human capital principles call for recruitment and hiring strategies that target 
short-and long-term needs and gaps Identified through workforce planning. SSA's 
draft workforce transition plan emphasizes that. In the future, the agency will need 
to recruit and hire more effectively In order to compete with other employers In an 
Increasingly tight labor market. To Improve the recruitment process, SSA Is seeking 
ways to slmpll^ Its hiring process and use special recruiting tools and approaches 
for hard-to-fill jobs. For example, SSA Is seeking to establish procedures for provid- 
ing a salary advance for job candidates who possess skills that are In high demand 
and Is developing criteria for Incentive awards for current employees who refer can- 
didates who are hired for such jobs. However, according to SSA officials, the agen- 
cy's freedom to take some actions may be limited by governmentwide hiring and re- 
cruitment policies and procedures, such as the Office of Personnel Management test 
requirements for certain SSA positions and government wide salary limitations on 
candidates who have needed critical skills. SSA recognizes It will need to work with 
the Office of Personnel Management to simplify these aspects of Its hiring process. 
Regardless, competition In the labor market for staff with certain critical skills, such 
as those with the ability to help design and Implement new technology and Informa- 
tion systems. Is already stiff, and SSA will have difficulty recruiting the talent that 
Is critical to meeting future challenges. 

Maintaining positive working conditions Is another key to human capital manage- 
ment. The draft workforce transition plan contains a number of action Items to pro- 
vide a work environment that supports employees. These Items Include opening or 
expanding child care facilities and fitness centers and making Improvements to SSA 
facilities from a environmental health or security standpoint where necessary. For 
certain action Items, such as expanding telecommuting. It will be difficult for SSA 
to be receptive to employee preferences for telecommuting because employees’ re- 
sponsibilities for customer service often require an on-sIte presence. 

Another essential human capital principle Involves Investing In training and de- 
velopment to build and sustain critical staff competencies, such as customer service 
skills. This would Include appropriate Investments In education, training, and other 
developmental opportunities to help employees build the competencies needed to 
achieve the agency's strategic mission and goals. To meet the challenge of SSA's sig- 
nificant training needs, particularly with respect to the large number of anticipated 
new staff, SSA has been making a major Investment In 1 nteractive Video Teletraln- 
Ing (IVT). SSA currently provides IVT at 78 percent of Its sites around the country 
and Is considering expanding IVT to all sites. In the past, staff generally received 
classroom training, often away from their home units— an approach SSA recognizes 
will be costly to sustain given the large numbers of new staff It expects to hire. In 
contrast, SSA's new IVT training modules are transmitted live to staff In their home 
units, thus avoiding travel and per diem costs. However, to be effective for new 
hires, IVT sessions are to be supplemented with on-the-job training by a mentor at 
the work site. Providing for mentors will be challenging for SSA given the large 
number of experienced staff expected to retire and the growing customer service de- 
mands being placed on remaining staff. SSA officials told us that having the ability 
to bring new staff on board before the experienced staff retire would facilitate the 
mentoring process. SSA plans to evaluate the relative effectiveness of IVT, which 
Is Important, because IVT Is new to SSA. 

Even though Individual elements of SSA's workforce transition plan are consistent 
with principles of human capital management, to date the agency Is undertaking 
these Initiatives In Isolation from a comprehensive vision and plan for future service 


^sSp^ifically, SSA established the Career Development Program in J uly 1998 to prepare staff 
for senior executive positions and the Advanced Leadership Program in April 1999 to prepare 
staff for upper-level management positions. SSA expects to begin the Leadership Development 
Program, to prepare staff for mid-level management positions, in March 2000. 

^^As a basis for its training, SSA is using 30 leadership competencies, or characteristic and 
measurable patterns of behavior, skills, and knowledge, that engender superior performance in 
a specific job. 
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delivery. It is vital that SSA's workforce efforts be well integrated with any future 
service delivery plans. If they are not, actions taken now could prove counter- 
productive. For example, SSA is now considering the expansion of its IVT ^uipment 
and facilities to all SSA offices. SSA officials told us that while IVT equipment is 
not very expensive, renting or otherwise securing appropriate facilities to support 
IVT training can be. Flowever, such investments may ultimately prove unnecessary 
if SSA's service delivery plan calls for adjustments in the number of field offices, 
other facilities, or the types of services offered at these facilities. Similarly, SSA's 
current policy to replace each staff person who retires might result in the deploy- 
ment of staff in locations or positions inconsistent with the agency's future vision. 

State Disability Offices FaceSimilar Workforce Challenges 

While SSA has taken many steps toward preparing its own workforce for future 
retirements and other challenges, its workforce planning efforts do not extend to the 
large number of state workers who are responsible for making disability determina- 
tions. Because state workers are not SSA employees, SSA's draft workforce transi- 
tion plan has not taken into account DDS retirement and other workforce trends. 
Flowever, the state agencies will likely be undergoing many of the same stresses 
being experienced by SSA, including the retirement of large numbers of skilled staff 
and stiff competition in the labor market for qualified staff. As noted earlier, these 
DDS employees are responsible for making initial and ongoing disability determina- 
tions, which requires considerable expertise and knowledge of complex regulations 
and policies. It will be important for the DDS offices to adequately prepare for these 
workforce changes and for SSA to share its plans and other useful approaches with 
DDS managers. According to SSA officials, DDS staff have participated in SSA's 
training programs, and SSA plans to invite them to use the self-assessment tool for 
evaluating their core competencies. 

Implications of SSA'S Current Plans and Efforts for its Future Readiness 

If SSA is to meet its future customer service obligations, it is important for the 
agency to allocate funds for the human capital and information technology initia- 
tives that are vital to helping it face its impending challenges. For example, SSA 
will need to continue and possibly expand its leadership development programs to 
fill the gaps left by retiring managers and executives. Also, SSA will need to con- 
tinue exploring and investing in various technologies to manage its increasing work- 
load and to improve service delivery. As with any initiative, continued funding 
should depend on progress or demonstrated success under a program of vigilant 
oversight. 

Even if SSA is able to carry out all of its planned initiatives, however, it is not 
clear that the agency is adequately prepared for the future. SSA is relying heavily 
on its information technology to meet the demands of its growing workload. Flow- 
ever, until the agency has identified the benefits from its various information tech- 
nology investments, it will not know whether it will need to take other steps, such 
as adding staff or contracting out some of its services, in order to cope with its fu- 
ture challenges. 

Given the serious challenges facing the agency, you asked us to address the pos- 
sible implications of removing SSA's administrative expenses from the caps that are 
used to limit discretionary spending in the federal budget overall. If this were done, 
SSA would no longer have to compete directly with other federal agencies for fund- 
ing of its administrative expenses, which could potentially result in increased ad- 
ministrative funding. Flowever, most of SSA's administrative budget is financed 
from the OASI and Dl Trust Funds. An increase in SSA's administrative budget, 
unless paid for through a separate appropriation of general funds, would not provide 
any new source of funding but would instead draw additional resources from the So- 
cial Security Trust Funds. This would reduce the Trust Fund surpluses and some- 
what exacerbate the Social Security program's long-term financing problems. In ad- 
dition to the effect on the Trust Funds, there are technical implications of removing 
SSA's administrative expenses from the discretionary spending caps. (We provide 
additional information on this issue in app. II .) 

Because of the uncertainty over whether SSA's current plans are adequate, it will 
be important for SSA and the Congress to closely monitor the agency's performance. 
Also, before future financing needs can be determined, SSA will need to complete 
a number of important planning activities. To help ensure that SSA makes optimal 
use of its resources and places itself in the best position to cope with its future serv- 
ice delivery challenges, the agency will need to complete its 2010 service vision and 


3°The OASI and Dl Trust Funds are funded by Social Security taxes paid by workers and 
their employers. SSI administrative costs are paid through general funds. 
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use it to develop an overarching service delivery plan. This plan would then provide 
the framework to guide SSA’s future information technology and workforce decisions 
and investments. I n addition, the agency will need to 

• complete assessing the benefits (that is, work-year savings, productivity in- 
creases, and improved service delivery) expected from its information technology ini- 
tiatives and then closely monitor whether these benefits are being realized; 

• monitor service delivery measures for degradation in quality, satisfaction, and 
timeliness and to look for early warnings of work backlogs; and; 

• more aggressively pursue all possible options to better position itself for the fu- 
ture, such as developing cost-saving electronic service delivery options or altering 
the agency's network of facilities to more closely align it with projected customer 
needs and demographics. 

This concludes my formal statement. I will be happy to answer any questions that 
you or other Members of the Subcommittees may have. 

GAO Contacts and Acknowledgments 

For future contacts regarding this testimony, please call Cynthia M. Fagnoni at 
(202) 512-7215 or Joel Willemssen (202) 512-6253. Kay Brown, Valerie Melvin, 
Christine Bonham, Michele Grgich, Yvette Banks, Robert Tomcho, and Gregory 
Micco also made key contributions to this testimony. 


Appendix I 

Selected FIuman Capital Principles Key to Meeting Future Challenges 
Faced by SSA 

In reviewing SSA's efforts to prepare its workforce for the future, we applied the 
following human capital principles.^! 

Treat human capital management as fundamental to strategic business manage- 
ment. Integrate human capital considerations when identifying the mission, strate- 
gic goals, and core values of the organization as well as when designing and imple- 
menting operational policies and practices. Establish measures that provide mean- 
ingful data on the full range of human capital policies and practices and how these 
practices promote mission accomplishment. 

Implement an eKplicit workforce planning strategy. Link workforce planning to the 
agency's strategic and program planning efforts to identify its current and future 
human capital needs, including the size of the workforce; its deployment across the 
organization; and the knowledge, skills, and abilities needed for the agency to pur- 
sue its strategic mission and goals. Include information on attrition rates, retire- 
ment rates, and projected eligibility by pay level and ratios of managers to employ- 
ees. Identify roles and core competencies needed to support the agency's strategic 
mission and goals, and develop an inventory of current and future skills needs and 
gaps. 

Integrate employee input into the design and implementation of human capital 
policies and practices. Incorporate the first-hand knowledge and insights of employ- 
ees and employee groups to develop responsive human capital policies and practices. 
Empower employees by making them stakeholders in the development of solutions 
and new methods of promoting and achieving high performance of organizational 
missions and goals. 

Hire, dB/elop, and sustain leaders according to leadership characteristics identified 
as essential to achis/ing specific missions and goals. Define the kind of leaders the 
agency wants (that is, their roles, responsibilities, attributes, and competencies) and 
the broad performance expectations it has for them in light of the agency's shared 
vision. Ensure continuity through succession planning; investments in development 
programs; selection criteria linked to the agency's shared vision, competencies, and 
broad expectations; and information on attrition rates, retirement eligibility, and re- 
tirement rates of executives. 

Hire, develop, and rdtain employees according to competencies. Develop a recruit- 
ing and hiring strategy that is targeted to fill short-and long-term human capital 
needs and, specifically, gaps identified through the agency's workforce planning ef- 
forts. Make appropriate investments in education, training, and other develop- 
mental opportunities to help employees build the competencies needed to achieve 
the agency's shared vision, and encourage continuous learning and improvement. 

Deploy the agency's workforce in a way that is appropriate to mission accomplish- 
ment. Ensure that workforce deployment— both geographically and organization- 


3!An effective performance culture to enable and motivate performance is another key human 
capital principle; however, SSA's efforts in this area were beyond the scope of our review. 
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ally— supports organizational goals and strategies and Is keyed to efficient, effective, 
and economic operations. 

Measure the effectiveness of human capital poiicies and practices. Evaluate and 
make fact-based decisions on whether human capital policies and practices support 
high performance of mission and goals. 

Impiement an information technoiogy plan. Ensure that employees are making the 
best use of Information technology to perform their work and to gather and share 
knowledge. Emphasize the alignment of the agency's Information technology pro- 
grams with Its mission, goals, and strategies. Obtain employee feedback to ensure 
they have the opportunity. Incentives, support, and training to make the appropriate 
use of technology to do their work and to acquire and share knowledge. 

Take the necessary steps to help employees dfectively, economically, and efficiently 
pursue ther work. Establish appropriately tailored organizational structures, job 
processes, workplace facilities, tools, work arrangements, and other resources and 
opportunities. 

These human capital principles represent a subset of principles from two recent 
GAO reports that are relevant to our review of SSA's efforts to address Its future 
challenges. The first report js a checklist of human capital Issues we developed 
for agencies to use to self-assess and Improve their human capital management. The 
values found In the checklist were derived from various sources. Including 32 lead- 
ing organizations In the private sector and governments at the state and local levels 
and abroad: the Malcolm Baldridge National Quality Award Program and the Presi- 
dent's Quality Award Program; relevant parts of title 5 U.S.C., "Government Qrga- 
nlzatlon and Employees," and 5 C.F.R., "Administrative Personnel &quot:: and fne 
Government Performance and Results Act, along with agency guidance contained In 
QMB Circular No. A-11. The second report Identifies common principles underly- 
ing the human capital strategies and practices of nine private sector organizations 
recognized as Innovative or effective In strategically managing their human capital: 
Federal Express Corp.; IBM Corp.; Marriott International, Inc.; Merck & Co., Inc; 
Motorola, Inc.; Sears, Roebuck and Company: Southwest Airlines Co.; Weyerhouse 
Co.: and Xerox Corp., Document Solutions Group. 

Appendix II 

Technical Implications of Removing SSA'S Administrative Expenses From the 
Discretionary Spending Caps 

Currently, SSA's administrative expenses are controlled by an obligation limita- 
tion contained in the agency's appropriation act and are considered to be subject to 
the discretionary caps set forth in the Deficit Control Act (DCA).^"^ This means 
SSA's administrative expenses must compete for funding with most of the other dis- 
cretionary programs in the budget. 

We contacted QMB regarding the implications of removing SSA's administrative 
expenses from the discretionary spending caps. According to QMB, under the DCA, 
if this funding was moved out from under the discretionary caps by redefining it 
as "mandatory"— that is, not subject to appropriation act control— this would be a 
"change in concepts and definitions." The DCA requires adjustments to the caps for 
such changes in concepts, but the timing of the adjustment would depend on how 
the change was made. Further, QMB indicated that if the change was the result 
of technical discussions and agreement among the scorekeepers and was not relat- 
ed to making room for additional spending by other agencies under the existing dis- 
cretionary caps, QMB would lower those caps by the baseline amount of SSA's ad- 
ministrative funding. If the change was made by direction in legislation, the admin- 
istrative funding would not be scored as discretionary and more room would be 
available under the caps for 1 year. Flowever, QMB would most likely reflect the 
change by lowering the caps in subsequent years, thus putting more pressure on the 
following year. As a result, in QMB's view, shifting SSA's administrative expenses 


32GAO/GGD-00-28, J an. 31, 2000. 

33GAO/GGD-99-179, Sept. 1999. 

^■’The Defidt Control Act is the Balanced Budget and Emergency Deficit Control Act of 1985, 
as amended by the Budget Enforcement Act of 1990, the Omnibus Budget Reconciliation Act 
of 1993, and the Budget Enforcement Act of 1997. The Deficit Control Act, as amended, estab- 
lished statutory limits on federal government spending for fiscal years 1991 through 2002 by 
creating, among other controls, annual dollar limits (spending caps) on discretionary spending 
funded through the regular appropriations process. 

35For fiscal years 2001 and 2002, SSA's administrative funding does not compete with high- 
way and mass transit spending, each of which has its own cap. 

3®The scorekeepers are the House and Senate Budget Committees, the Congressional Budget 
Office, and 0MB. 
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to mandatory spending would create, at the most, additional room under the caps 
for 1 year for funding other programs. 

Administrative expenses are typically viewed as controllable and thus fit into the 
discretionary category of spending. Questions might be raised about considering 
them mandatory. If SSA's administrative expenses are not controlled by obligation 
limitations in an appropriation act, the locus of control would shift to SSA's author- 
izing committees, and some mechanism would be required to limit the amount of 
Social Security trust funds that could be spent on administrative expenses. 

It is important to note that the shift in the locus of control would not provide any 
new source of financing, because administrative funds come out of the trust funds 
that pay Social Security benefits. Therefore, any increase in the administrative 
budget would reduce the trust funds unless a general fund appropriation was made. 
However, such an appropriation would be discretionary and would have to compete 
with other programs for the limited funding under the discretionary caps. 

Related GAO Products 

Human Capital: Key Principles From Nine Private Sector Organizations (GAO/ 
GGD-00-28. J an. 31, 2000). 

Social Security Disability: SSA Has Had Mixed Success in Efforts to Improve 
Caseload Management {GAO/T-HEHS-OO-ll, Oct. 21, 1999). 

Human Capital: A Self -Assessment Checklist for Agency Leaders, Discussion Draft 
(GAO/GGD-99-179, Sept. 1999). 

Social Security Administration: Update on Year 2000 and Other Key Information 
Technology Initiatives {GAOn'-A\MD-99-259, ] uly 29, 1999). 

SSA Disability Redesign: Actions Needed to Enhance Future Progress (GAO/ 
HEHS-99-25, Mar. 12, 1999). 

Social Security Administration: Technical Performance Challenges Threaten 
Progress of Modernization (GAO/AI MD-98-39, J une 19, 1998). 

SSA'S Management Challenges: Strong Leadership Needed to Turn Plans Into 
Timely, Meaningful Action (GAO/T-HEHS-98-113, Mar. 12, 1998). 

Social Security Administration: Software Devdopment Process Improvements 
Started, but Work Remains (GAO/AI MD-98-39, J an. 28, 1998). 

Social Security Administration: Significant Challenges Await New Commissioner 
(GAO/HEHS-97-53, Feb. 20, 1997). 

Social Security Administration: Effective Leadership Needed to Meet Daunting 
Challenges {GAO/HEHS-96-196, Sept. 12, 1996). 

Social Security Administration: Risks Associated With Information Technology In- 
vestment Continue {GAO/A\MD-94-143, Sept. 19, 1994). 

Social Security: Sustained Effort Needed to Improve Management and Prepare for 
the FuturefG AO/HRD-94-22, Oct. 21, 1993). 

Social Security: Status and Evaluation of Agency Management Improvement Ini- 
tiatives GAO/HRD-89-42, J uly 24, 1989). 

Social Security Administration: Stable Leadership and Better Management Needed 
to Improve Effectiveness {GAO/HRD-87-39, Mar. 18, 1987). 


Chairman Shaw. Thank you. In the report that you have submit- 
ted to the Congress, and we talked about it several times with the 
previous panel with regard to the aging work force, this is one of 
the more frightening things about what is going on. Could you fur- 
ther elaborate on what you found there and what you might sug- 
gest as where to go? 

Ms. Fagnoni. Well, as we pointed out, SSA did do a study 

Chairman Shaw. I am talking about the aging work force within 
the agency, not country as a whole. Excuse me. 

Ms. Fagnoni. SSA did do an assessment to try to get a handle 
on what that retirement wave might look like and at what pace 
people might leave the agency due to retirement. I n part they used 
historical information that, of course, shows not everybody who is 
eligible for retirement, retires. But they do have some estimates of 
how many people will retire, are expected to retire, and, as we 
show, it will peak about the same time that its workloads are ex- 
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pected to be increasing. That poses significant challenges, and as 
the members of the Board said, it is important for SSA not only 
to be positioned now to replenish the staff who are leaving, but to 
make sure they know what skills and abilities they need for these 
new staff coming in to meet the challenges with the new kinds of 
clients that they are going to be serving. 

If you think about the fact that many of the people who will be 
retiring over the next 10 years were hired 30 years ago, the skill 
mix that is needed for this century is likely to be very different 
from what was needed 30 years ago when these people came into 
the agency. J ust to cite one example, there is a significantly higher 
percentage of individuals on the disability rolls who have mental 
impairments, and that poses particular challenges both in terms of 
how to serve these individuals but also the judgments and training 
that are needed to assess whether or not people are, in fact, men- 
tally impaired and how severe the impairment is. 

So while SSA officials have taken some important steps to get a 
handle on how many people might be leaving over the next decade, 
they have not gone as far at this point to determine what the skill 
mix might be that they need in the future and how that might dif- 
fer from what they have on board. 

Chairman Shaw. How does all of this relate to the increased pro- 
ductivity due to technology? I see that also in your testimony you 
refer to the computers and the aging of these particular computers. 
The replacement that we make today we assume will probably be 
somewhat obsolete at the time the baby boomers hit the system. Is 
there any plan in place for an orderly replacement of the tech- 
nology as it's upgraded? We are starting from way behind at that 
particular point according to how I understand your testimony. 

Ms. Fagnoni. I will turn to Mr. Willemssen who is our expert on 
technology. 

Mr. Willemssen. The agency has just undergone a major mod- 
ernization with its field offices on the workstations and local area 
networks, and they are planning a major replacement project for 
that effort to start I believe in Fiscal Year 2003, and one of the 
areas that we are most anxious to see is SSA is now committed to 
demonstrating what kind of benefits have accrued from that initial 
investment so they can use that information to better target their 
technology modernization upgrade that will be starting down the 
line. 

Chairman Shaw. Mr. English. 

Mr. English. Thank you, Mr. Chairman, and thank you, Ms. 
Fagnoni, and welcome back. 

Ms. Fagnoni. Thank you. 

Mr. English. A couple of points you raised that I am particularly 
interested in: First of all, you have expressed concern over weak- 
nesses in the agency's complex systems for measuring workload, 
productivity, and quality. How much does SSA know about who re- 
ceives services and the quality of those services rendered in the 
field offices? What is the agency doing to address any weaknesses 
in this regard, and are they taking the right steps in your view? 

Ms. Fagnoni. Actually, that is a weakness that has been, I 
think, frustrating to those of us who are trying to get a good handle 
on SSA's service delivery structure and how well positioned the 
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agency is, and the reason I say that is because while SSA has 
methods for on a national level knowing how satisfied people are 
with service, what SSA is not able to do is go field office by field 
office and understand how satisfied people are with the service at 
that particular office. Particularly they oo not have good measures 
of the numbers of people who walk into those offices each day and 
how that may ebb and flow at different points in time. 

They do not have a good handle on the numbers of people who 
call the field office and why they are calling. They do not know why 
people are walking in on a routine basis. Routinely, they do not 
know this and how many might walk out or hang up without being 
served. They have better information on people who come in to file 
for claims because that information gets recorded on their systems, 
so they have a very incomplete picture of how their field offices are 
performing, and I think that makes it difficult for them when they 
try to do their service delivery plan to really know which are the 
offices that are especially overcrowded, and are there offices that 
may be undercrowded. Maybe the clientele base that once was 
there is not there or is choosing alternative ways to be served, and 
I think that is the piece of this that SSA has less information on. 

I n fact, one of the reasons you will hear so much about their 800 
number performance is because they have a lot of data on their 800 
number performance and that level of data are not available for the 
field offices— for specific field offices. 

Mr. English. In your testimony you indicated that Social Secu- 
rity, while it is making progress m its work force planning initia- 
tives, is lacking a future focus. Can you be a little more specific 
about what SSA has done in this area and what do you see are the 
strengths and weaknesses of their approach? 

Ms. Fagnoni. Well, as I mentioned a little earlier, they do have 
a handle on who might retire, and of course that is a piece of know- 
ing what the work force ought to be. They also, as we rec- 
ommended, reinstituted leadership programs at the executive and 
managerial level that they had suspended for some time in the 
mid-nineties. So they do have a better— they are better positioned 
for succession planning at the executive and managerial level. 

They have a sense of who is going to retire. They are in the proc- 
ess of documenting what skills they have on board. They are col- 
lecting that information at a sort of general competency level and 
are in the process of determining on a more job-specific basis what 
skills they have on hand. What they have not yet done, although 
my understanding is they know they need to do this, is to get a 
handle on what skill mix they will need for the future and how 
that compares with what they have now and what they will need 
for their hiring, for their recruiting and retention plans. 

Mr. English. You indicate that the SSA has established some- 
thing called a market measurement program to improve and con- 
solidate its approach to assessing customer expectations. Can you 
describe this program, and why do you feel more needs to be done 
in this area? 

Ms. Fagnoni. The market measurement program is something 
that was put in place a couple of years ago in part because while 
SSA had a lot of different initiatives underway in different parts 
of the agency to obtain feedback both from customers and in some 
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cases from employees, it was not well coordinated. One of the goals 
of this particular effort was to get a better handle on what data 
were beng collected in terms of feedback, how that could be better 
coordinate and organized, what else they needed to obtain. 

So SSA has done that. They actually did that with the help of 
an outside consultant. They have also instituted some additional 
survws such as re-contact surveys where they are now asking peo- 
ple who call or go to the fields offices how th^ felt about that serv- 
ice provided. That is something they were not doing in the same 
way in the past, and at this point they are partway through gath- 
ering and analyzing the data that they have obtained. So they will 
get some better information on— and more coordinated information 
on— customer as well as employee feedback. 

And another very important thing that they are doing for the 
first time is segmenting people's responses by the type of customer, 
and the reason that is important is because I believe they may very 
well find that somebody who is applying for retirement benefits 
may very well have different views and different preferences for 
service than someone who is filing for disability benefits or some- 
body with mental impairments who is seeking assistance once they 
have obtained disability benefits. I think that information can be 
important for SSA in understanding and determining how to serve 
people in the future. 

Mr. English. Thank you, and thank you, Mr. Chairman. 

Chairman Shaw. Thank you, Mr. English. And thank you, Ms. 
Fagnoni, for joining us. We always look forward to your appear- 
ances before this Subcommittee. 

Ms. Fagnoni. Thank you. 

[The following questions submitted by Chairman Shaw, and FI on. 
David M. Walker's responses are as follows:] 

February 28, 2000 

The Honorable David M. Walker 
Comptroller General of the United States 
U.S. General Accounting Office 
441 G Street, N.W. 

Washington, DC 20548 

Dear Mr. Walker: 

As a follow up to the joint subcommittee hearing held on February 10 regarding 
the current and future service delivery challenges that Social Security is facing, I 
would appreciate your answering the following questions for the record: 

1. In your testimony (page 1) you state "While we have recommended since 1993 
that SSA prepare a service delivery plan, SSA is only now beginning to develop a 
broad vision for customer service for 2010." Why the 7-year delay? 

You indicate that according to SSA officials, the agency does not have plans to 
go beyond this vision and issue a more detailed plan. How is a "vision" different 
from a "plan"? What does the absence of a detailed plan mean for customer service? 

2. Would you elaborate on the consequences of developing plans out of sequence, 
specifically SSA's continued pursuit of workforce and information technology plan- 
ning without a service delivery plan in place? Is SSA expending scarce resources 
today to develop service delivery systems that may prove to have limited usefulness 
by the time they are in place? Or hiring employees with the wrong skills to work 
in locations where they may not be needed in the future? 

3. A recent Washin^on Post article discussed how productivity gains especially in 
manufacturing are helping the economy produce more and better goods and services 
while lifting wages and still keeping inflation at bay. Presumably this is occurring 
because businesses are figuring out how to capitalize on the digital revolution. 

• In contrast, your testimony points out that, despite SSA's efforts to modernize 
computer capacity since the 1980s (page 3) and their "relying in large part on tech- 
nology to achieve increased efficiencies" (page 1), "the benefits from (SSA's) tech- 
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nology investments have largely been unclear." Further, SSA "has not yet been able 
to demonstrate specific benefits resulting from some of its most significant invest- 
ments" (page 10). 

• Flow is it possible that after more than 10 years we do not know whether these 
investments in SSA have increased worker productivity there? While I note that 
SSA recently told you they are "now conducting studies," when do you think we will 
have that information? What is it likely to show? After how much money has been 
spent on computerization (which SSA calls IWS/LAN)? 

• Not having this information seems especially exasperating in light of the gains 
we see elsewhere in the economy, and given your point (page 4) that SSA needs to 
increase worker productivity by 27 percent between now and 2010 to keep up with 
expected increases in demand. 

4. You have made the point that Social Security's customers and their needs will 
change over time. Please tell us more about the special challenges that Social Secu- 
rity will face because of this. 

5. About half of all households have online access now. Today, on the internet, 
you can buy a car. You can find a job. You can access stocks and savings, and pay 
all your bills. You can apply for a home loan worth hundreds of thousands of dollars 
in just seconds— without ever sitting down and seeing anyone face to face. You can 
pay your taxes, and in fact the government is encouraging people to do so. You can 
even buy and print out stamps without leaving your desk. Yet you can't apply for 
Social Security benefits online. Why? Does Social Security see online applications for 
benefits as one way they will provide services in the future? If so, starting when? 

Since it's pretty obvious that online applications for benefits are both inevitable 
and may conserve scarce worker resources, are you comfortable with how Social Se- 
curity is going about developing this process from the standpoint of openness, timeli- 
ness, and ensuring maximum privacy and data protection? 

6. Please talk to us about how online applications for benefits might allow Social 
Security to provide better, more convenient services, and perhaps at lower cost to 
taxpayers. Rather than only 1,300 field offices, wouldn't people have literally mil- 
lions of new ways to access benefits, including from the convenience of their home? 
Might SSA staff have more flexible work conditions, including working from home 
handling electronic applications? And couldn't field offices concentrate on tough 
cases that require face-to-face service, such as disability cases and SSI cases, and 
maybe do more outreach into the community? Does SSA foresee such benefits? 

7. You describe a new technology strategy that the agency is using to address the 
needs of its disability claims process. Can you provide a brief overview of the compo- 
nents of this strategy and your assessment of the appropriateness of this strategy 
and the effectiveness of the tests of this strategy so far? 

S.Your testimony includes a discussion of the various technology initiatives being 
implemented to support the Office of Flearings and Appeals, yet you indicate that 
long-term efforts have not yet been defined. Does this mean SSA hasn't identified 
all of the technologies needed to meet the needs of its hearing offices? 

I appreciate your taking the time to answer these questions for the record. If you 
have any questions concerning this request, please feel free to contact Kim Flildred, 
Staff Director, Subcommittee on Social Security at (202) 225-9263. 

Sincerely, 

E. Clay Shaw, J r. 

Chairman 


cc: The Flonorable Nancy J ohnson 
Chairman, Subcommittee on Fluman Resources 
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United States General Accounting Office Accounting and Information 

Washington, DC 20548 Management Division 


B-285720 


May 11, 2000 

The Honorable E. Clay Shaw, Jr. 

Chairman, Subcommittee on Social Security 
Committee on Ways and Means 
House of Representatives 

Subject: Social Security Administration: Subcommittee Questions Concerning 

Current and Future Service Delivery Challenges 

Dear Mr. Chairman: 

This letter responds to your February 28, 2000, request that we provide answers to 
questions relating to our February 10, 2000, testimony.* In that testimony, we 
discussed the Social Security Adnunistratioris (SSA) efforts in preparing its 
workforce to meet future service delivery challenges. Your questions, along with our 
responses, follow. 

1. In your testimony (page 1) you state “While we have recommended since 1993 
that SSA prepare a service delivery plan, SSA is only now beginning to develop a 
broad vision for customer service for 2010.“ Whythe 7-year delay? 

You indicate that according to SSA officials, the agency does not have plans to go 
beyond this vision and issue a more detailed plan. How is a “vision ” different 
from a “plan”? What does the absence of a detailed plan mean for customer 
service? 

In short, a service “vision” is a futuristic goal, and a service delivery plan is a road 
map for getting there. According to experts, a well-conceived vision looks beyond 
the common 5-year planning horizon.^ A service vision provides broad, guiding 
principles for future service to the public, takes into account expected changes in the 
enviromnent and customer needs, and is consistent with the agency’s core mission 
and values. The next step, a service delivery plan, spells out more concretely how the 


’SSA Customer Senice: Broad Service Delivery Plan Needed to Address Future Challenges (GAO/T- 
HEHSMMD-OO-TS, February 10, 2000). 

*JamesC. Collins and Jerry I. Porras, “BuiidingYaur Company’s Vision,” Harvard business i?evr'ew 
(September-October 1996). Also see Serving the American Pubhc: Best Practices in Customer-Driven 
Strategic Planning, Federal Benchmarking Consortium Study Report, February 1997. 

GAO/AIMD/HEHS-00-165R SSA Service Delivery Questions 
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agency will align its organization and resources to turn its vision into reality. Such a 
plan contains more details on how and where the agency will provide services in the 
ftiture, and who will provide them. 

The reason for SSA’s delay in implementing our reconunendatioii is not so clear. In 
1903, in response to our recommendation, SSA indicated that its efforts to develop a 
service delivery plan were on a fast track. However, SSA has not placed a priority on 
completing such a plan and is only now working on developing a vision for service in 
2010. Since our testimony, SSA has indicated that it plans to foUow its “2010 \Tslon" 
with more detailed service planning. Service delivery plans can involve difficult 
decisions concerning resource allocations and organizational structure, and 
completing a meaningful service delivery plan will be chaUengitig for the agency. 

In the absence of detailed service delivery plans, SSA has not yet made the difficult 
choices needed to allocate its limited resources to ensure that the agency is 
adequately prepared to serve its future customers. For example, the agency must 
decide what new job skUls it needs, whether to hire new staff or train existing staff or 
both, and where in the organization it should place the individuals with those skills. 
Other tough choices include whether and how to restructure its network of 
approximately 1,300 field offices to best serve changing customer demographics, 
needs, and expectations. Over 50 percent of SSA’s staff wiE become eligible to retire 
over the next 10 years; as a result, the agency is presented with an oppoituni^ to 
correct uneven workloads and staffing levels and to rethink where and how to use its 
workforce to provide service in the most effective and efficient way.^ A number of 
options exist for restructuring service delivery, including closing or consolidating 
offices with very few employees or minimal walk-in traffic, providing specialized 
services at selected offices, varying the hours of service to the public, co-locaiing SSA 
staff with other offices or agencies,’ and contracting with third parties to provide 
services. 

2. Would you elaborate on the consequences of developing plans out of sequence, 
speciScally SSA’s continued pursuit of workforce and information technology 
planning without a service delivery plan in place? Is SSA expending scarce 
resources today to develop service delivery systems hat may prove to have 
limited usefulness by he time hey are in place? Or hiring employees wih he 
wrong skills to work in locations where hey may not be needed in he future? 

Ideally, SSA should base its decisions on investments in information technology and 
its workforce on a detailed service delivery plan. Without a well-developed plan, SSA 
cannot be assured that its investments in human capital and technology, and 
decisions regarding the use of its many field offices and other facilities, wiB fuUy 
support its vision of service delivery. 


“To successfully match workloads with resources, SSA needs a better system for measuring workloads 
at the office level The agency is currently working to make needed improvements in this area. 

"SSA already participates in U.S. General Stores in Atlanta and Houston, which provide a wide range of 
government services to respond to individual and small business information needs. 
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In the absence of such a plan, SSA currently has a number of initiatives underway 
that involve significant investments in information systems and facihties. For 
example, as we previously reported, SSA is considering expanding its interactive 
video training network (beyond the 78 percent of offices currently equipped with this 
technology). Similarly, SSA has an initiative underway to upgrade telephone systems 
at its field offices. However, investments in expanded video training or telephone 
equipment upgrades, or for that matter any large investment in permanent equipment 
or infrastructure, could prove imprudent if made at ofiices that do not support or fit 
into SSA’s future vision of service. 

Similarly, investments in human resources should be guided by a service delivery 
plan. As we reported, SSA will need to begin replacing its retiring workforce in the 
very near future. Moreover, in recent testimony, SSA indicated that it would like to 
“flatten” the retirement wave by offering early outs — an action that would allow SSA 
to increase the number of new hires in the near term. SSA needs to have a service 
dehvery plan in place as it begins to replace retiring workers to ensure that new staff 
have the right skills and are located in offices that support the agency’s future service 
vision. Knowing which new skills are needed and where to place new staff will also 
be important as SSA moves forward with its initiative to assist disability beneficiaries 
in returning to work pursuant to the Ticket to Work and Work Incentives 
Improvement Act of 1999.* For example, SSA is exploring a new position — ^the 
employment support speciahst. This individual might be located at a field office and 
be responsible for informing beneficiaries of the available new work incentives and 
conducting outreach to service providers in the community. 

3. A recent Washinston Post article discussed how productivity gains, especially in 
manufacturing, are helping the economy produce more and better goods and 
services while lifting wages and still keeping inflation at bay. Presumably this is 
occurring because businesses are Sguring out how to capitalize on the digital 
revolution. In contrast, your testimony points out that, despite SSA’s efforts to 
modernize computer capacity since the 1980s (page 3) and their “relying in large 
part on technology to achieve increased efBciencies” (page 1), “the benefits from 
(SSA’s) technology investments have largely been unclear.” Further, SSA “has not 
yet been able to demonstrate speciBc benefits resulting from some of its most 
signiBcant investments” (page 10). 

How is it possible that after more than 10 years we do not know whether these 
investments in SSA have increased worker productivity there? While I note that 
SSA recently told you they are “now conducting studies, ” when do you think we 
will have that information? What is it likely to show? After how much money has 
been spent on computerization (which SSA calls IWS/LAN)? 


’The act directs SSA to establish a program to provide disability beneficiaries with a ticket they may 
use to obtain vocational rehabilitation and other services related to finding employment or achieving 
self-sufficiency. 



56 


Not having tMs mfoimation seems especially exasperating in light of the gains we 
see elsewhere in the economy, and given your point (page 4) that SSA needs to 
increase worker productivity by 27 percent between now and 2010 to keep up 
with expected increases in demand. 

The benefits from SSA’s investments in its computer modernization remain untaiovm 
largely because SSA has not previously taken sufficient steps to establish 
performance measures and to evaluate whether its investments were contributing to 
tangible, observable improvements in mission performance. Although SSA has 
repeatedly acknowledged the importance of establishing measurable cost and 
performance goals and evaluating projects to determine actual costs, benefits, risks, 
and returns, it has not always followed through to establish such goals or to 
implement the necessary steps for measuring the performance of its Information 
technology investments. 

Specifically, since at least 1994, SSA has been articulating its intentions to determine 
productivity gains from its computer modernization investment — the Intelligent 
Workstation/Local Area Network (IWS/LAN).' In 1994 we reported' that SSA had not 
established performance measures to help define how the planned computer 
modernization would support expected improvements in service delivery. 
Accordingly, we recommended that the agency establish measurable cost and 
performance goals. In responding to our recommendation, SSA agreed that cost and 
performance goals for the IWS/LAN investment should be used as a baseline for cost, 
schedule, and performance monitoring. Moreover, SSA stated that it was developing 
a system that would provide information to compare actual results to cost, schedule, 
and performance go^s. However, our subsequent review of the IWS/LAN investment 
in 1998 found that SSA had not followed through on its plan to implement steps for 
measuring the performance of this initiative. 

Our June 1998 report® noted, in particular, that SSA lacked target goals and a defined 
process for determining whether its investment in WS/LAN was yieldii)g expected 
improvements in service to the public. We recommended that SSA establish such a 
process and perform in-process and post-implementation evaluations of IWS/LAN to 
assess Its actual Impact on mission performance. These reviews provide managers 
with information with which to determine the future of the project, such as whether 
the project should be modified, continued, accelerated, or terminated, and with 
lessons learned that can be applied to future information technoiogy mvestments. 


‘Inl994, SSA was planning the IWS/IAN implementation; it awarded the initial IWS/LAN contract in 
June 1996. 

^Social Seemity Adxnlmstratjon: Bisks Associated With Infonrtation Technology Investment Continue 
(GAO/AIMD-94-143, September 19, 1994). 

‘Social Seewity Administration: Teclmical and Performance Challenges Threaten Progress of 
Modernization (GAO/AiMD-98-136, June 19, 1998). 
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During a meeting in late December 1999, SSA’s chief information officer and deputy 
commissioner for systems acknowledged that SSA had not evaluated IWS/LAN 
performance. They stated that this action had not been taken because the agency had 
not been able to identify an acceptable approach for segregating the benefits 
specifically attributable to IWS/IAN from those attributable to other factors, such as 
staffing or policy changes. The officials stated at that time that they had, however, 
begun formulating plans to evaluate the actual benefits from IWS/LAN, and on 
February 8, 2000, SSA informed us that it had begun conducting these benefits 
studies. 

At this time, we do not have sufficient information to know what SSA’s studies are 
likely to show about the performance and productivity gains associated with 
rWS/LAN. According to the Deputy Commissioner for Systems, as of May 8, the 
studies were ongoing and thus their results were not final. In addition, systems 
officials stated that they have not yet finished compiling information that will show 
how much has been spent on the IWS/LAN initiative. They stated that SSA plans to 
include cost information in the IWS/LAN benefits studies. 

We recognize the challenge that SSA faces in trying to identify the benefits 
specifically attributable to IWS/LAN. However, given the magnitude of this 
investment, it is important that SSA show the specific performance gains attributable 
to this initiative. The significance of doing so is increased because SSA is now 
planning to replace the IWS/LAN equipment in a few years, and the cost, 
performance, and risk data from the current initiative represent critical input to 
analyses supporting future information technology investment decisions. 

4. You have made the point that Social Security’s customers and their needs will 
change over time. Please tell us more about the fecial challenges that Social 
Security will face because of this. 

Changing customer needs present SSA with a dual set of challenges. One set is 
associated with the increasing number of its customers who expect to conduct 
business more quickly and conveniently. To meet this demand, SSA has a number of 
initiatives underway that involve automation enhancements, such as new or 
improved communication systems, electronic services, and a decision-support system 
to help front-line employees provide quick and accurate information. SSA’s Office of 
Systems, which is generally responsible for developing, installing, and maintaining 
the agency’s new systems, will likely be challenged to accomplish the many new 
initiatives before it, in part because it is experiencing some difficulties retaining and 
replacing staff with the requisite technical skills. In addition, training front-line staff 
to use the new systems places demands on SSA’s Office of Training, which develops 
and provides the training, and on the agency as a whole because employees must take 
time away fi-om growing workloads and directly serving the public in order to be 
trained. 

Another set of challenges is presented by new or growing workloads that require 
extra time or skfils to be managed. For example, as we reported, SSA is serving 
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increasing numbers of benefits applicants and recipients vrith mental impairments. 
Service representatives located at field offices and teleservice centers, already 
burdened with growing worMoads, need to devote more time to helping these 
individuals with the application process. Disabffl^ examiners who work at state 
agencies and make disability determinations on behalf of SSA will need to stay 
abreast of an expanding and changing field of medical knowledge, and apply more 
judgment in assessing disability applications of the mentally impaired. Other 
workloads that are growing or becoming more complex include those that involve 
serving an increasing immigrant population, which often has little to no abiliiy to 
speak English, and providing beneficiaries with retum-to-work support. 

5. About haJf of all households have on-line access now. Today, on the Internet, yon 
canbuyacar. You can find a job. You can acce^ stocks and savings, and pay all 
your bills. You can apply for a home loan worth hundreds of thousands of dollars 
in Just seconds — without ever sitting down and seeing anyone face-to-face. You 
can pay your taxes, and in fact the government is encouraging people to do so. 
You can even buy and print out stamps without leaving your desk. Yet you can’t 
apply for Social Security beneQts on-line. Why? Does Social Security see on-line 
applications for benefits as one way it win provide services in the future? If so, 
starting when? 

Since it’s pretty obvious that on-line applications for benefits are both inevitable 
and may conserve scarce worker resources, are you comfortable with how Social 
Security is going about developing this process from the standpoint of openness, 
timeliness, and ensuring maximum privacy and data protection? 

SSA has not yet developed the applications that would enable its customers to apply 
for Social Security benefits on-line, although it has recently placed more emphasis on 
doing so in order to help meet future customer service demands. SSA’s heightened 
emphasis on electronic service delivery is being driven by milestones in the 
President’s December 1999 electronic government directive and the Government 
Paperwork Elimination Act* 

For some time, SSA has been cautious in pursuing its on-line initiatives, largely 
because of the privacy and security concerns raised following its implementation of 
the on-line personal earnings and benefits estimate statement (currently called the 
Social Security statement) in 1997.“ To date, most of SSA’s on-line applications have 
been primarily infoimational— -forms, pamphlets, news, benefits information, and 
research and statistics — but have not required the disclosure or exchange of personal 
information. In discussing the agency’s status, systems officials stated that SSA has 


Tile President’s electronic government initiative directs the heads of various federal agencies to make 
a broad range of benefits and services available through private and secure use of the Internet by 
December 2000. The Government Paperwork Eliminaticm Act states that federal agencies should 
consider electronic alternatives to paper submissions and provide on-line processing by October 2003. 

‘’^Social Security Administration: Internet Access to Persona/ Earnings and Benefits Information 
(GAO(T-AIMD/EIEi^97-123, May 6, 1997). 
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chosen to take a more cautious approach to deploying its on-line applications in 
order to ensure that its computer infrastructare can support the technological 
measures required to provide maximum privacy and security. Finding reliable ways 
to authenticate the identity of its customers and ensure the privacy and integrity of its 
computer systems is critical to SSA’s ability to successfully expand its electronic 
services in an on-line environment 

In anticipation of customer demands for more on-line services, however, SSA has 
identified various short- and long-term electronic service delivery initiatives that it 
plans to implement between now and fiscal year 2003. According to officials 
overseeing these initiatives, current efforts involve only those applications in which 
the customer supplies data to SSA, such as a request for a retirement claim 
application or a Medicare replacement card, but does not in return receive data fi"om 
SSA. To reduce the risk of improper disclosure of personal data, these on-line 
applications do not provide on-line responses to customers; rather, the responses are 
mailed. Such applications are considered unidirectional — that is, they do not 
complete a transaction on-line and do not interact with SSA’s systems — thus 
requiring lower levels of security. 

Between fiscal years 2001 and 2003, SSA plans to deploy other on-line applications 
that will allow customers to access their own accounts and apply for retirement and 
disability benefits. To date, SSA has released few details about these future on-line 
applications, stating that its plans are still in the early stages of development. 
However, because these services wiU potentially involve exchanging data supplied by 
both SSA and the customer, these applications vrill require strong security features to 
authenticate the customer and protect SSA’s data. 

SSA is still finalizing its on-line service delivery plans, therefore, we have not been 
able to assess the sufficiency of the process that it is using to develop and implement 
its on-line capabilities. However, as SSA proceeds with its plans, it will be essential 
for the agency to ensure that its on-line applications are secure and that they protect 
the privacy of the public. Accordingly, the security measures used must be 
thoroughly developed and tested before the agency begins implementing long-tenn 
electronic service delivery efforts and be based on the results of risk assessments 
that recommend the most suitable technologies for ensuring maximum privacy and 
data protection. SSA recently reported that it is fully committed to prudent 
authentication and security technologies to protect the privacy of information with 
which it is entrusted. To this end, it has begun the process of awarding a contract to 
determine what security measures are required for its planned on-line applications. 
These requirements ultimately should help determine whetiier the agency will be 
prepared to launch its on-line services between now and fiscal year 2003, as planned. 

6. Please talk to us about how on-line applications for beneSts might allow Social 
Security to provide better, more convenient services, and perhaps at lower cost to 
taxpayers. Rather than only 1,300 Seld offices, wouldn ’t people have literally 
millions of new ways to access benefits, including from the convenience of their 
home? Might SSA staff have more flexible work conditions, including working 
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from home handling electronic applications? And couldn ’t Held ottces 
concentrate on tough cases that require face-to-face service, such as disability 
cases and Supplemental Security Income (SSI) cases, and maybe do more 
outreach into the community? Does SSA foresee such beneB^? 

On-line applications for benefits could fadlitate SSA’s efforts to provide better and 
more convenient service in a number of w^. For example, on-line applications may 
Improve service to SSA’s customers by reducing or eltminaCing the inconvenience of 
traveling to an SSA office and waiting to ^eak with a Social Security representative. 
In addition, on-line applications could help enhance SSA’s working conditions by 
requiring fewer calls from customers and shortening the lerigdi of interviews. Tliis, in 
turn, could free SSA’s front-line staff to focus on providing services that are more 
complex or overly susceptible to fraud. However, providing more flexible working 
conditions, such as wortog from home to handle electronic applications, will require 
more in-depth analyses by SSA to assess such factors as data privacy and security 
and potentkl cost savings. SSA will also have to consider how bargaining 
agreements with labor unions would be affected by these changes. 

7. You describe a new technology strategy that the agency is using to address the 
needs of its disability claims process. Can you provide a brief overview of the 
components of this strategy and your assessment of the appropriateness of this 
strategy and the effectiveness of the tests of this strategy so far? 

The new electronic disability strategy that SSA is developing to address the needs of 
its disability claims process is expected to incorporate three components: 

(1) an electronic disability intake software application, referred to as the Electronic 
Disability Collect System, that is to be used by SSA’s field offices; 

(2) enhanced sitate disability determination service (DDS) claims processing systems; 
and 

(3) a system that will support new business processes within the Office of Healings 
and Appeals (OHA). 

These three systems components are to be linked via an electronic disability folder 
that SSA also is developing to serve as its information interface with the disability 
processing community. According to SSA, the electronic folder will minimize and 
eventually ehminate the need to retrieve paper files required to process disability 
cases, and reduce processing times by providing more immediate access to disability 
claims information. 

The first component of the new electronic disability strategy — the Electronic 
Disability Collect Sj^tem — is intended to facilitate the field offices’ disability intake 
process by providing an automated means of capturing the required disability 
information that is currently collected on paper intake forms in field offices or during 
personal interviews with claimants. SSA expects the new system to expedite the 
interview process, which is currently estimated to take approximately 1 hour for each 
client. In particular, the new system is expected to enable field offices to 
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electronically import from SSA's mainframe systems any case information that had 
previously been collected on the claimant In addition, the system is being designed 
to provide puU-down menus containing responses to frequently asked questions, to 
help minimize manual rekeying of repetitive information and reduce data-entry 
errors. Further, according to SSA, this system will enable the collection of 
preliminary data needed by state DDSs to make disability determinations and will in 
conjrmction with the electronic folder expedite the movement of the disability case to 
the DDS to begin adjudication. 

The second component of the new strategy will involve enhancing state DDS’ 
disability claims processing systems. Currently, 46 of the 54“ state DDSs use one of 
three standard systems to process disability claims.^ SSA plans to leverage its 
investment in these three systems by adding more features to enhance their 
capabilities. One of these features is to be an interface to the electronic folder. 
According to SSA, this interface will allow the DDSs to retrieve field office interview 
information from the electronic folder to develop the disability case and, conversely, 
to supply to the folder case-development information and the final disability 
determination. 

As the third component of the new' strategy, SSA plans to rely on OHA’s Hearing 
Office Tracking System to support its hearings process improvement initiative and 
consolidate the over 140 separate databases currently used by hearing offices into a 
single database. The system is also expected to support the integration of disability 
hearing data with the electronic folder. 

SSA’s electronic disability system strategy is stUl being developed; therefore, we have 
not yet been able to assess its appropriateness. However, some of the intended steps 
should be an improvement over ffie strategy applied in developing the Reengineered 
Disability System. As we have testified, “ SSA’s approach to developing the 
Reengineered Disability System focused on building an entirely new system to meet 
the needs of three separate entities — SSA field offices, state DDSs, and OHA. The 
effort relied on developing new, customized software instead of reusing, where 
possible, existing software such as the DDS systems that are already operational and 
meet users’ needs. 

On the other hand, consistent with the Office of Management and Budget’s 
information technology investment guidelines and industry best practices, SSA 
reports that its new electronic disability strategy will apply a modular system 
development approach involving incremental software releases rather than the 
comprehensive development of a single, all-encompassing system. In addition. 


“One DDS for each state plus the District of Columbia, Guam, Puerto Rico, and the Virgin Islands. 

“SSA is currently working with six DDSs to procure one of the three standard systems in fiscal year 
2000; the remaining two DDSs use their own systems. 

'^Social Secwity Admimstrstion: Update on Year 2000 and Other Key Information Technology 
Initiatives (GAO/r-AIMD-99-259, July 29, 1999). 
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according to SSA, the strategy will take advantage of existing technology and 
itiuiimize the amount of custom-designed software required, which should help 
reduce development risks. Further, as required by the Clinger-Cohen Act of 1996, 
SSA has indicated that it plans to identify and analyze the risks and proposed benefits 
of this investment before proceeding with its development beyond the proof-of- 
concept phase. 

WMe these intended steps are encouraging, SSA’s success in deploying its new 
strategy will nonetheless depend on several factors, including whether the strategy is 
developed in accordance with a sound systems development methodology and 
whether it ensures that user requirements are met. As we reported in July 1999,“ it is 
imperative that SSA’s software development initiatives adhere to the improved 
software development processes and methods that the agency has been pilot testing. 
While SSA previously stated that the new electronic disabUify strategy would be 
linked to the agency’s software development improvements, the agency has, to date, 
followed only a limited number of improvement processes for this initiative. 

Further, SSA’s testing of the new strategy has thus far been limited. For instance, 

SSA is currently testing how tlie Electronic Disability Collect System and one DDS 
standard system, the Modernized Integrated DisabUify Adjudicative System 
(MIDAS), “ interface with the electronic folder in a laboratory environment using 
copies of real cases. “ In addition, SSA Is testing the transfer of eight data elements 
from the Electronic DisabUify Collect System to the electronic folder. These eight 
data elements, in turn, will be imported into MIDAS and used by the DDS to process 
disability determinations. According to the project manager, SSA limited its testing 
to those eight data elements that were acceptable to MIDAS and did not require 
altering the MIDAS software to test the new strategy. Thus far, SSA reports, the 
testing has been successful. Nonetheless, while this level of testing may be 
appropriate for a proof-of-concept, SSA wiU need to expand its test approach and test 
cases before it can demonstrate that the system is ready to function in its operational 
environment. 

8. Tour testimony includes a discussion of the various technology initiatives being 
implemented to support the OfBce of Hearings and Appeals, yet you indicate that 
long-term efforts have not yet been defined. Does this mean SSA hasn ’t identified 
all of the technologies needed to meet the needs of its heating offices? 

As our testimony noted, SSA identified interim technology initiatives required to 
support new hearings processes for OHA; however, the agency has not identified all 
of the technologies required to meet the long-term needs of its hearings offices. SSA 
planned to develop an information technology strategy by late 2000 to support OHA’s 


“ GAO/r-AIMD-99-259, July 29,1999. 

’^he MIDAS software was developed by and is maintained by SSA. 

“The oases being tested include only adult initial, non self-help disability claims that were developed 
by the Wilmington, Delaware, DDS office. 



business processes. This strategy was supposed to identily OHA’s long-term 
information technology needs. 

To accomphsh this, OHA had begun preparing a statement of work for the 
development of the information technology strategy. However, according to the 
acting director of OHA’s Office of Management, the agency recently denied the 
request for the funding needed to complete the statement of work because it did not 
believe OHA had made enough progress in assessing phase I hearings process 
improvements to know what specific information technology is needed for this effort. 
The acting director stated that without funding for the statement of work, OHA wUl 
have to rely on its existing and interim information technology projects to support its 
reengineering efforts until it can pursue another strategy to define its long-term 
technology needs. 


In responding to these questions we primarily rehed on past work, including work we 
performed in our latest review of SSA’s efforts to meet future workload and service 
delivery challenges. We also reviewed and analyzed the most recent agency 
documents describing SSA’s plans for developing and deploying on-line apphcations 
and its new electronic disabiUty strategy. We discussed SSA’s information 
technology service dehvery efforts with SSA’s chief information officer, deputy 
commissioner for systems, and officials in various headquarters offices, including the 
Office of Hearings and Appeals, Office of Operations, Office of Program Support, and 
Office of Systems. SSA officials also reviewed a draft of this correspondence, and 
their comments have been incorporated where appropriate. We conducted our work 
from March 13 through May 8, 2000. 

We are sending copies of this letter to the Honorable Kenneth S. Apfel, Commissioner 
of Social Security, and other interested parties. Copies will also be made available to 
others upon request. 

If you have any questions on matters discussed in this letter, please contact me at 
(202) 512-6253 or Valerie Melvin, Assistant Director, at (202) 612-6304. We can also 
be reached by e-mail at wiUemsseiy.aund@gao.gov and melvmv.aimd@gao.gov, 
respectively. Key contributors to this assignment were Yvette R. Banks, Kay E. 
Brown, Michele Grgich, Gregory Micco, and Robert Tomcho. 

Sincerely yours. 



Joel G. WMemssen 

Director, Civil Agencies Iirfoimation Systems 


(511843) 
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April 7, 2000 

The Honorable E. Clay Shaw, Jr. 

Chainnan, Subcommittee on Social Security 
House Committee on Ways and Means 
1 1 02 Longworth House Office Building 
Washington, DC 20515 

Dear Mr. Chairman: 

Thanh you for the opportunity to testify before your Subcommittee 
on February 10. I was pleased to be able to discuss the views of the 
.advisory Board regarding how the Social Security Administration can 
meet the service delivery challenges that it is facing. Your interest in the 
agency's ability to sen'e the public is much appreciated by all of the 
members of the Board. 

Enclosed are my responses to the questions that you requested be 
answered for the record. If you would like to discuss them further I would 
be glad to do so. 



Stanford G. Ross 
Chair 


Enclosure 
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QUESTIONS FOR THE RECORD 

1. What in your view is the most important thing the Social Security 
Administration must do to ensure they are ready to effectively deliver service in 
the 21 Century? 

SSA urgently needs to address directly how it expects to meet the serious service 
delivery challenges that it faces both in the short term and the long term. It should 
develop a service delivery plan that presents a straightforward assessment of the agency’s 
human resource and technological needs. In addition, SSA should engage with the 
Administration and the Congress to work toward getting the resources that it needs to 
provide high quality service to the public. 

2. The Social Security Administration has a strong reputation among the American 
people, which some might contend is an extension of the public’s support for 
what Social Security does rather than how efficiently they do their work. 

Anyone waiting literally years for their appeal for disability benefits to be 
resolved knows what I mean. How does Social Security stack up against 
companies that provide similar services, such as a private disability insurer? Do 
their customers ever experience the long waits that some Social Security 
disability applicants do? If not, what are those companies doing to provide 
better service? At what cost? Is Social Security studying any of them in hopes 
of improving the service they provide? 

In 1995, Dalbar, Inc,, a Boston-based financial services company, completed a 
comparison of SSA’s 800 number service to the service provided by private sector firms. 
At that time, it rated SSA’s service as number one in the country. But one-time 
measurements are not good enough. Experts in the private sector have told the Board that 
SSA’s standard for telephone service is now far below the standard used in the private 
sector. Customer service expectations are rising, and the public will inevitably find the 
agency’s service wanting if it lags far behind, whether this be in telephone service or 
otherwise. 

The Board believes that SSA needs to follow the lead of the best private and public 
entities and make major improvements in the way it measures and uses customer service 
information. At this time, the agency has only limited information on client needs and 
expectations and on client satisfaction with its service. This is especially the case with 
respect to particular client segments. For example, SSA does not measure discrete client 
segments such as SSI disabled children or SSI disabled adults. Nor does it measure client 
satisfaction with particular types of agency actions, such as the hearing process. As the 
private sector has learned, this type of information is vitally important if the agency is to 
understand and address its service delivery problems. 

In addition, in the past the way the agency has set its quality goals and the way it has 
measured performance have been largely developed internally. SSA needs to expand its 
efforts to leam how these important functions are being carried out by the most 
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